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How 6&0 Onerat 


ions for (946 Affect You 


High lights from the 1946 Annual Statement of 


The Chesapeake and Ohio Railway Company 


— 43 AW EMPLOYEE 


The 28,728 men and women who operate and 
maintain the C & O earned $89,931,737 in 
wages during 1946. This was some 814 million 
more than in 1945 and represents about 45% 
of the railroad’s total receipts for last year... 
Average annual wage was $3,131... It is per- 
tinent to point out that Federal, State, and 
local taxes amount to $894 for each employee. 


C & O’s Personnel Resources Inventory is 
now helping employees capitalize on their 
special talents, experience, and ambitions...A 
new suggestion plan is adding to the earnings 
of those who make significant contributions. 


— 45 A SHIPPER 


To assure increased capacity and peak effi- 
ciency in freight hauling, C & O has ordered 
40 new fast heavy locomotives; 1,000 new 70- 
ton roller-bearing hopper cars; 1,000 new 
50-ton boxcars; and is now requesting bids on 
3,000 additional 70-ton hopper cars. Other 
improvements embrace Centralized Traffic 
Control, grade revisions, and terminal expan- 
sion. Seventy-three miles of new spurs, sidings, 
and branches were laid in 1946 to aid shippers. 
New lines are being projected into coal-pro- 
ducing areas; the 27 new mines which began 
operations in 1946 have estimated loadings of 
3,000,000 tons in 1947. 


Much coal originating on C & O lines goes 
to the highly industrialized areas served by 
the New York Central Railroad. And many 
manufactured goods originating in New York 
Central territories find their way into C & O 
communities. An affiliation of these two rail- 
roads should add to diversification of traffic 
and greatly benefit both of them. For these 
reasons the Chesapeake and Ohio has, since 
the beginning of 1947, acquired approximately 
400,000 shares of New York Central common 
stock. 





QUICK FACTS OF 1946 
1946 1945 1944 


Operating Revenues. 193 203 217 
(Millions of Dollars) 

Operating Expenses..140 185 137 
(Millions of Dollars) 

ig: smd RSGO. ccc 72.3% 90.8% 63.2% 

Net Operating 
Revenues.......... 53 18 80 
=o of Dollars) 

Ds tnctitieckennse 26 5 51 
Gidlioas of Dollars) 

Wet income... 2.0. 28 16 27 
(Millions of Dollars) 

Dividends.. Se 26 27 


(Millions of Dollars) 
Revenue Ton Miles...26,844 27,252 28,743 


(Millions) 

Revenue Per Ton Mile0.64 0.63 0.64 
(Cents) 

WOMEEE Nacevsseracsee 90 8l §1 


(Millions of Dollars) 

Earnings Per 
Common Share..... 3.62 2.14 3.57 
(Dollars) 

Taxes Per 
Common Share..... 3.34 0.37 6.69 
(Dollars) 

Dividends Per 
Common Share..... 3.50 3.43 3.50 
(Dollars) 

Times Fixed 
Charges Earned....5.02 3.32 4.84 











— 5 AW INWVESTOR 


Despite nationwide shortages, mining and 
industrial strikes, and rising costs, C & O’s net 
income for 1946 was $27,726,780, or $3.62 for 
each of the 7,657,354 shares of stock held by 
88,187 investors. Fixed charges were earned 
5.02 times. Continuing its debt reduction pro- 
gram, C & O has lowered its funded indebted- 
ness by $4,075,000. 


Chesapeake & Ohio is in excellent financial 
health. Operating revenues for 1946 set a 
peacetime high of $193,407,931, of which 
$112,137,537 came from handling coal and 
coke. Current balance sheet shows total assets 
of $616,799,914. Funded debt at year’s end 
totaled $200,906,000 and all other liabilities 
$64,923,292, making total of funded debt and 
all other liabilities of $265,829,292. 


—AS A SUPPLIER 


C & O’s modernization and upkeep expendi- 
tures will continue to benefit communities 
where suppliers’ plants are located . . . In 1946, 
a total of $75,437,957 was spent for main- 
tenance of way and maintenance of equipment 
and for improvements to real property. Over 
$50,000,000 of new rolling stock alone is now 
on order. 





—A5 A PASSENGER 


Long the nation’s leading advocate of improv- 
ing passenger service, C & O has played impor- 
tant parts in securing greater conveniences for 
travelers in 1946. ‘‘Pay-As-You-Go” and 
credit card travel—both devised by C & O in 
1946—went into effect in January 1947.C & O 
spearheaded the drive which won through 
passenger service in St. Louis and Chicago; 
exposed and helped wipe out the ‘‘black mar- 
ket” in sleeping-car reservations. Young 
peoples’ low-fare excursions were inaugurated 
and more are scheduled. 


In 1947, America’s most modern passenger 
service will operate between Washington and 
Cincinnati. Costing $6,721,298, the new 
“‘Chessies”’ will offer telephone service en route, 
lending libraries, children’s playroom cars, 
movies, news service, and many other com- 
forts, conveniences, and luxuries. 


In 1946, the famous Greenbrier Hotel at 
White Sulphur Springs was reacquired; now 
being remodeled, it will open late in 1947. 


Through active participation in The Fede- 
ration for Railway Progress, the C & O will 
work for the benefit of those groups on whom 
the future of American railroading depends— 
passengers, employees, investors, management, 
shippers, and suppliers. 


CHESAPEAKE & OHIO RAILWAY 


TERMINAL TOWER, CLEVELAND 4, O10 
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WALL STREET 


‘*Not colored 

or wax polished” 

“We are sending, express, today, a 
basket of oranges, as a small token of our 
appreciation for your work and advice, 
on the custodian account of Mrs. Hodges 
and her mother. ; 

“We just picked them off the trees in 
the vard and hope they reach you in good 
condition, and vou will find them eatable 
They are not colored or wax polished; 
just as the boy picked them off the tree. 

“We are truly delighted with the results 
of the acec’t and believe vour firm in this 
line is doing an exceptionally needed ser- 
vice. So many people work hard to save 
and put away a bit of funds for a rainy 
day, and find at the end, they have little 
knowledge of investing it.” 

Well pleased was Merrill Lynch’s 
large Research Department with the 
letter from investor A. W. Hodges of 
Eustis, Florida. It was happily phrased 
and typical of expressions of gratitude 
from the many individuals who request 
and receive investment assistance from 
this outstanding stock exchange firm 
(12,863 requests to the Research De- 
partment in 1946). 

No doubt about it, M L’s oft-reiter- 
ated “Investigate then Invest” was bear- 
ing fruit. A one sentence letter from a 
retired businessman requested advice 
in investing $350,000—the entire pro- 
ceeds from the sale of his business. 
Three West Virginia miners pooled 
capital-—_-$150—wanted to know what 
to buy. They were advised to buy U. S. 
Savings Bonds. 

Facts—Then More Facts: Deliver- 
ing facts ‘not colored or wax polished”’ 
to investors is the day-in-day-out busi- 
ness of the Research Department. When 
it comes to assessing securities there is 
no room for guesswork. Furthermore, 
once securities are purchased, they 
must be constantly re-evaluated in the 
light of changing conditions. 

To this end, the Research Depari- 
ment prepares periodic studies on cur- 
rent securities and industries and also 
issues from time to time studies of vari- 
ous factors which investors must under- 
stand in order to achieve an over-all 
perspective of the task of investing. 

Now Ready: ‘How to Read a Fi- 
nancial Report,” a study delving into 
the whys and wherefores of an income 
and balance sheet, giving an ABC ex- 
planation of the terms used by account- 
ants—sometimes not so well understood 
by those who must interpret them for 
their own use.* This kind of service to 
investors has made sense in 1946 to 
192,000 customers and can make sense 
to others who want to give it a try. 





“Address request for your copy of “Hew To Read A 
Financial Report’ to: Department T-5 Merrill Lynch, 
oS Fenner & Beane, 70 Pine Street, New York 5, 
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that helps protect 
your child 





Unirep States STEEL has given very special 
attention to the development of better steels 
and products of steel for use in schools. For we 
know that steel has been one of the most 
important factors in maintaining the high 
American standard of safety for our school 
children. 

Today the U-S-S trade-mark appears on 
improved steels for modern fire-resistant 
building structures . . . stairways . . . school 























furniture . . . playground fencing and equip- 
ment... grandstands . . . school buses .. . and 
many other uses where safety plays a vital 
role. 

The development of better steel and prod- 
ucts of steel for schools is just one of the many 
ways in which United States Steel is con- 
stantly at work in the factory and in the re- 
search laboratories, serving the best interests 
of the American consumer. 


UNITED STATES STEEL CORPORATION SUBSIDIARIES 


LISTEN TO... The Theatre Guild on the Air, presented every Sunday evening by United States Steel. 
American Broadcasting Company, coast-to-coast network. Consult your newspaper for time and station. 
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Pied 4 seine demasiado 


AS BROAD AS 





BUSINESS ITSELF 


AS BROAD AS BUSINESS ITSELF 


The Trend of Events 


HENRY FORD—Although the Nation’s economic his- 
tory is replete with stories of men rising to fame and 
fortune from humble beginnings, the life record of 
Henry Ford is likely to stand as an all time champion 
in the field of personal achievement. But aside from 
the feat of building up a billion dollar fortune from 
scratch, what this extraordinary man accomplished 
for the lasting benefit of mankind, socially, economic- 
ally and politically, transcends all monetary yard- 
sticks. That within the brief space of half a lifetime 
any single individual could revolutionize the world’s 
industrial processes, spearhead the march towards 
happier living everywhere, would seem fantastic had 
it not actually occurred. That it could happen here is 
lasting proof of the possibilities inherent in American 
Free Enterprise, as well as their utter exclusion in any 
Nationalistic program. 


There is significance in the fact that Mr. Ford, like 
Thomas A. Edison and many other great inventors, 
never permitted success to lure him away from sim- 
plicity and true religion. Characteristic of Mr. Edison 
was his quiet comment that the most important inven- 
tion he ever knew was a blade of grass. In like manner 
Henry Ford recognized that humanly developed 
science stemmed only from God-given intelligence and 
hence knew no limits in its potential development. The 
translation of ideas into material benefits for all man- 
kind was native in all his mental processes, and with 
this almost Messianic conception he drove ahead on a 


dozen fronts to round out his life mission. That this 
brought him a prodigious fortune and a vast industrial 
empire was to him a mere byproduct of his larger pro- 
gram. Step by step, he astonished a laggard world 
with the miracles of mass production, with its imme- 
diate impact upon low living standards, and the open- 
ing of new horizons for farmers and common men by 
his famous Model T. Because by 1929 he had been 
able to lay aside a sizable nest egg for himself, he 
threw $100 million into the hopper to bring out a new 
car. Thenceforth the mighty automobile business of 
his own and his competitors took on a new life which 
is still the vital core of economies in many lands. All 
the world inherits Mr. Ford’s gift of mass production 
and the better and lower cost goods in every field to 
make life more worth while. He has gained immor- 
tality as the exemplar of the American way. 


COMMON SENSE—When Mr. Baruch speaks, his 
words fall on attentive ears. It would be a blessing 
if all the income earners in the country would take to 
heart his latest utterances, delivered in the course 
of a speech in South Carolina. When this experienced 
economist and statesman warns that we are on the 
brink of an engulfing inflation and points to the only 
way out of the danger, he indeed gives food for sober 
thought to every segment of our population. To the 
extent that individuals here in America work harder 
or less than they did during war depends the preser- 
vation or demise of our own civilization and that of 
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all others, this wise leader points out. In the process 
of world rehabilitation all nations perforce must 
turn to the United States for their economic sup- 
plies. Unless, accordingly, we produce to the limit, 
inflationary forces will consume us in their spiral, 
widespread unemployment and depression will fol- 
low, and our enemies at home and abroad will rise in 
glee. The latter count on world distress as their most 
potent weapon. 

Wishful thinking though it may sound to some, 
Mr. Baruch’s proposal for an end to all strikes until 
1949 and a swing towards a 514 day week is indubi- 
tably right to the point. And as his claim that “elec- 
trifying results” would reward followers of his pro- 
gram, it is to be hoped that his suggestion may sink 
in deep. The enormous task ahead can be accom- 
plished only by hard work and sweat, but after it has 
been achieved we may rest upon our oars in anticipa- 
tion of an era of ease and long sustained prosperity 
for everyone. But slow downs and mere wage boosts 
can get us nowhere. All of which is plain common 
sense, and should be heeded by politicians, income 
earners and employers alike. 


WORLD INFLATION—It is very interesting to note 
the large amount of commodities which foreign gov- 
ernments are buying in these times. Reports of sub- 
stantial quantities of copper being purchased by 
Finland, Sweden and Canada give the first straw in 
the wind that this is perhaps inflationary buying. 
The recent action of Argentina, too, in paying 80 
cents per pound for tin as compared with our stabi- 
lized price of 70 cents, though part of a trade pact 
with Bolivia, looks very much like a step towards 
hoarding. It is quite possible that this trend by other 
nations to load up with raw materials may stem from 
fear of inflation, due to difficulty in stabilizing world 
currencies and apprehension regarding the American 
dollar because of the spiraling of prices resulting 
from higher wages and shorter hours. 

News that the United States Steel Corporation and 
the USWA workers have agreed upon a two year 
contract is heartening as a sign that although world 
inflation still threatens, both labor and management 
here in our country are moving to stem the evil tide. 
The compromise effected, likely to be adopted by the 
entire steel industry, establishes a pattern under 
which last year’s large wage gains are slowing up, 
perhaps in time to halt. As for the management of 
3ig Steel, great credit is due for their sacrifice in 
shouldering $75 million additional costs, and their 
willingness to experiment in holding prices down. If 
the Steel settlement indicates that the economy will 
be freed from work stoppages in 1947, this in turn 
offers hope in a struggling world that survival of 
world trade may become realistic, provided American 
industry can buckle down to the big task ahead. 


WALLACE AND ROOSEVELT—It is getting to be an 
old story when Henry Wallace goes off on a tangent, 
but his current leap into foreign political arenas 
stirred up warrantably adverse comment. This is not 
only due to his ill-considered criticism of our foreign 
policies but his evident wish to infer that the late 
President Roosevelt would have approved his views. 
In these turbulent times it is bad enough for anyone 





to stir up troubled waters abroad by challenging thef 
firmly established foreign policies of his own Govern. 
ment. To cloak his activities under the guise of ref 


vitalizing the theories engendered by Mr. Roosevelt 


C 


long ago, savors of brazenry or psychopathic dream. > 
ing. By charging our bi-partisan leaders in Washing-f 


ton of imperialistic designs upon the world, with aid} 
to Greece and Turkey as the first step, Mr. Wallace's} 
utterances approach a sinister fringe, to say the} 
least. Fact appears to be that this irrational vision-| 
ary long ago ran short of listeners here at home and} 
seeks a readier outlet for his ego among all the} 
Leftists he can drum up across the Atlantic. Tyo 
To think of Mr. Wallace wearing the mantle of} . 
Franklin D. Roosevelt is of course ridiculous in the} Ur lé 
extreme. As a result of a long and tiresome experi- Tw 
ence the late President, despite the greatest pressure,| Peace 
decided against Mr. Wallace as his running mate and} has } 
chose Mr, Truman instead in what now seems to be a} !ogi¢a 
wiser choice. The late President did not see eye to} State: 
eye with Mr. Wallace whose impractical idealism and} 2" tific 
intense ambition is responsible for a frustrated politi- |) POSS& 
cal career. Aside from his nuisance as a political| , " 
trouble maker, Mr. Wallace has no prop to lean upon} follow 
in striving to regain influence as a politician. It is} ™!"°! 
said that the private papers of the President will] the vé 
reveal that his latest policies were much in line with} W2€? 
those current with Mr. Truman, something which|, State 
those close to the President were thoroughly aware|: snag 
of in view of his continued disappointments with] ig 
Russian promises. In this case the time may be near Soviet 
when Mr. Wallace will be thoroughly discredited. . “ha 
ater 
FREE PRESS — Mr. E. F. Hutton’s recent straight iti 
from the shoulder plea to the Press to awaken to its!) tpy, 
rights and responsibilities enlists the strong support} panky 
of the Magazine of Wall Street. Our newspapers and} whose 
periodicals reach the greatest mass of readers here! has he 
at home of any nation on earth, besides influencing} dest; 
a substantial body of foreign thought. Hence the} the w: 





Press has an unprecedented opportunity for spread-/ of Jab. 
ing vital truths about the American way of doing ikidnay 
things, from simple economic facts to the ideological’ from 
concepts which we cherish. In these troubled times! county 
as many people as possible should be taught to think} positic 
clearly about controversial subjects, both here and) world 
abroad. As a medium for the spread of proper under-| Russi: 
standing, the Press can be of incalculable value, both | is so g 
educationally and defensively, and there is no time to ne 
to be lost in getting busy. | impler 
Mr. Hutton’s plea to the Press is sound: > —as v 
“The greatest document which belongs to you and} Trade 
to us, is our Bill of Rights. It is our bread and butter} enable 
document, and it built America from short pants into| Subste 
a No. 1 world power. This document — The Bill of pYear ¢ 
Rights—is the foundation of freedom upon which} ¢xport 
rests the good will and assets of all free and private| Russia 
enterprise and liberty, and if it is ever superimposed which 
by any other document, it means a treadmill of the entire 
state for we, the people. Your success in this effort )}commi 
will justify the faith of our founding fathers. Your) We 
failure may mark a collapse of the last citadel of aJU.S.S.] 
free people anywhere on this globe. If robberies—| dea] e; 
murders, scandals are the meat of newsprint, whatJany q, 
could be more worthy of publicity than the looting of ishould 
liberty and the murder of freedom ?” imate \ 
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WHILE THE WORLD WAITS 


OW much longer can we permit economic dis- 
integration to continue before we take the action 
- our leadership in world affairs demands? 

Two years have passed since the war end and yet 
peace is farther away than ever. Waiting on Russia 
has been very costly indeed. It has produced a psycho- 

logical unbalance regarding the status of the United 
States, and all because we have permitted Russia to 
‘artificially assume power that she does not actually 


In the first place, her 

- following includes only a 
/minority of the people in 
the various countries, even 
'when they are highly and 
strategically placed in key 
‘positions in labor and in 
government. While only 
one of the “Big Four,” the 
Soviet ignores the majority 
rule and exercises absolute 
power by means of the veto. 

' It is absurd that a coun- 
try, which is absolutely 
bankrupt financially — 


_has been almost completely 
‘destroyed as a result of 
' the war — whose shortage 
_of labor is so great that she 
skilled workers 
‘from Gemany and other 
‘countries to alleviate her 
‘position — can hold the 


‘is so great that she resorts 
‘to nefarious schemes to 


—as under Russo-Swedish 
‘Trade Agreement which 
senables her to purchase 
substantial goods on a 10- 
year credit; which goods Russia has recently been re- 
exporting to the Swedish markets stamped “made in 


Herblock in the Wash. Post 


which the Swedes are obliged to buy because the 
entire output of these products is tied up by heavy 
commitments to Russia. 

_ We have now had enough experience with the 
U.S.S.R. to know that we cannot count on a square 
‘deal either politically or economically. If there was 
jany doubt, the failure of the Moscow Conference 
‘should have dispelled it; especially since the stale- 
‘mate was confirmed by Secretary Marshall’s conver- 
sation with Stalin. 

» The Soviet’s rigid and inflexible purpose leaves no 
salternative but to proceed without her. At the very 
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Russia” at an 80 per cent increase in price. Goods,. 


By CHARLES BENEDICT 


least we should act to pull the props out from under 
her artificially created power position. We have 
already taken the first step in the matter of bypass- 
ing the United Nations with the loans to Greece and 
Turkey. The next step should be a “3 Power” control 
of Germany with a merger of the American, British 
and French zones, so that economic rehabilitation can 
set in as quickly as possible. 

I am certain that if we let Russia stew in her own 
juice, the time will not be 
far distant when she will 
become amenable to reason. 
It would be foolish to pay 
her the $10 billion of repa- 
ration that she demands. 
It would be far better to 
make her cooperate and 
earn it, for Russia is in no 
position to make demands. 

She desperately needs 
our help, for during the 
war, her entire productive 
-apacity was concentrated 
exclusively on meeting 
military requirements. No 
provisions were made for 
sinking funds or even nor- 
mal replacement of equip- 
ment during a time when 
wear and tear was particu- 
larly great. This was espe- 
cially true in the consumer 
goods industry. Even dur- 
ing pre-war years, there 
was a great shortage of 
Russian consumer goods. 
production could not meet 
the existing demand of 
articles for general con- 
sumption. During the war 
period any possible ac- 
cumulation of consumption 
goods was used up. This 
lack continues in accelerated form today because of 
the tremendous shortages which cannot be satisfied 
without a heavy capital investment by the Russian 
government to expand their manufacturing. It is this 
urgency that causes the Soviets to seek these outside 
credit agreements — and to make colossal reparation 
demands at the expense of all other people. While at 
the same time the Kremlin does not deviate from the 
attempt to destroy the western democracies politi- 
cally and economically. 

In view of the above it can be seen that a firm stand 
toward Russia is the great essential and that the only 
way to prevent world economic disaster is to act in- 
dependently of her — to frustrate her aim to deny 
the majority their place in the sun. Time is short — 
to delay would be fatal. 
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Significant Changes in Market Pattern 


The probabilities appear to point to some 
extension, perhaps moderate, of the major 
decline, although this cannot be certain. The 
industrial average holds above last autumn’s 


By A. T. 


4 life trend evidence is not good. It has worsened 
considerably during the fortnight since presen- 
tation of our last previous analysis, in which factors 
justifying a cautious view were noted. The market is 
at a crucial point, where it must meet a solid founda- 
tion of investment support if the major decline is 
not to be resumed and extended for an indefinite time. 
It remains to be seen what effect steel-wage settle- 
ment — which caused a short-covering rebound — 
will have. It is favorable since steel wages are often 
taken as a pattern for labor settlement, but in the 
background are possibilities of political crisis at the 
summer international conference. 

During the fortnight new bear-market lows were 
made, by small margins, by our weekly composite 
index and by the weekly indexes of 100 high-price 
and 100 low-price stocks. About two-thirds of the 
individual stock groups have made new lows for the 
year or longer, also on a basis of weekly closing prices. 

Turning to more sensitive daily measures, our 
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extreme low up to the time we go to press. The 
outlook for the international summer confer- 
ence is dubious. Meanwhile, the case for a 
cautious imedium-term policy is apparent. 


MILLER 


Market Support indicater on April 12 — one session 
in advance of the 5.07-point break in hte Dow-Jones 
industrial average on Monday, April 14 — cancelled} 
the buying evidence it had presented in January. The} 
Dow railroad average has made a new bear-market 
low, although only by a relatively small margin up to 
this writing. The Dow industrial and utility average 
have broken their March support levels decisively, 
and both are back in the immediate vicinity of previ- 
ous lowest levels of decline, recorded last October, 


A Technical Rally Is Possible 


From right around present levels the market me 
support on three successive downward thrusts in 
October-November of last year and rallied substan. 
tially. It might do so again in the present instance, 
provided the Dow industrials are not promptly swept 
down through the old low of October 9, which wa 
163.12, although the extreme intra-day low (mad 
October 30) was 160.29. However, it i} 
not prudent to count on recovery mereli|, 
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DEMAND FOR STOCKS 
(AS INDICATED BY TRANSACTIONS AT RISING PRICES) 


SUPPLY OF STOCKS 
(AS INDICATED BY TRANSACTIONS AT DECLINING PRICES) 
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on the basis of a previous support level} 
indicated on the daily chart. When thd) 
market made a stand, and rallied, las) 
autumn the question of a coming eco} 
nomic readjustment, centering pri| 
marily in the commodity price level” 
was debatable, or at least was so con} 
sidered by a great many people. Aj. 
compared with then, confidence in thd 
general economic prospect has deteri} 
orated. More economists, more busi}, 
ness men and more consumers alt) 
“recession-minded,” although there i) 
still no concensus as to when produc} 
tion and prices may definitely tun) 
downward, or as to how far they majp 
go in the adjustment — except thal) 
there is pretty general agreement, with 
which we concur, that it should be con) 
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rections of 1920-1921 and 1937-1938.) 
Readers who have followed ani) 
agreed with these analyses will not bé 
unduly surprised by the disappointing? 
course which the market has taken it) 
recent weeks. For a good many month} 
while the averages were restricted ti 
trading-range fluctuation, we have hel 
to a middle-road policy, duly noting 
both favorable and unfavorable possi 
bilities; stating repeatedly that clari 
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fication of the major trend 
‘would in due time be pro- 
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recommendations in January. 
It was pointed out that the 
indications could be those of 
- me} merely an intermediate re- 
ts in} covery or of a renewed major 
stan} rise, and that there was no 
ance) assurance as to which it | 
wep} would prove to be. We stated 
wat. that without more positive 
mad confirmation an all-out bull- _ 
it if ish policy could not be 
erel} adopted. Hence, only partial 
level ‘commitments were sug- 
n tht gested in the individual 
, last | stocks recommended, holding 
eco) substantial cash in reserve. 
pri! They are all sound issues 
level, and, on average, should be 
cont ‘capable of holding better 
Aw ‘than the general list in the event of further decline. 
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is the low. By the time there is adequate evidence 


1 tht Should the part-position then taken now be scaled 
teri) down or liquidated? That is not a “yes-or-no” ques- 
busi} ‘tion, for no one answer will be suitable to all readers. 
are i Here are some considerations to be taken into 
re i, account : 





i Sender ate potions of the main 5 Sew end in points 
i) or a severe one. We lean to the opinion that it prob- 
ably would be moderate. Taking long-term factors 
a into account, it could be reasoned that a low of about 
140 in the Dow industrials would be relatively as ex- 
938, treme as were the bear-market lows of 1921 or 1938. 
ani )We doubt that a business-recession bear market 
ot be) Would go beyond that, and it conceivably could halt 
ating Well short of this figure. However, taking it as a 
en i Somewhat arbitrary guidepost, the industrial aver- 
nthd, 2ge as we write is about 28 points above 140 and 44 
1d t#) Points under the bull-market high. To sell at this 
heli level and buy back at 140 would would capitalize on 
ting ‘alittle over a third of the major swing. 
Second, assuming a 140-low, sellers in actual prac- 





OSsiy 
lari, tice would not derive maximum advantage from it. 

No one will be sure that it — or any other figure — 
REE 
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that a solid bottom has been made, the industrial 
average probably will be somewhere around 10 to 15 
points above the absolute low. And, as we have said, 
the low might be well above 140. If economic con- 
siderations alone are involved, probably it should be. 


Psychological Factors Uncertain 


Third, it cannot be certain, however, that the full 
answer to this bear market is to be provided by what 
happens with respect to business and earnings in the 
period ahead. Stock prices are largely determined by 
the prevailing state of mind, and that is not attuned 
solely to domestic economics. The world situation is 
disturbing and may become more so this summer. 
Perhaps it has to get worse before it can get better. 
Although we do not look for war, the possibility of 
critical developments must be allowed for. Should 
there be a further decline of more than relatively 
moderate final proportions, it conceivably might be 
influenced by the impact of unpredictable foreign 
events on investment sentiment. 

The considerations cited are not clear-cut. Obvi- 
ously, they could not be. (Please turn to page 127) 
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Our Investment in 


FREE ENTERPRISE 


— Economic Implications of our 
Foreign Policy 
By H. M. TREMAINE 


tecent world political events have emphasized 
anew the fact that in our search for peace and 
security, political and economic stability are insep- 
arable. To secure such stability that can only come 
from assurance of world peace, we have embarked 
on bold action in foreign policy, to be supplemented 
by far-reaching economic commitments which are 
bound to have profound repercussions on our domes- 
tic economy. 

Our new role in world affairs imposes on us vastly 
enlarged responsibilities of a global character. It 
is not by accident that we have taken the lead in 
the struggle for peace and world reconstruction. 
We have emerged from the war with great strength 
among a world devastated and disorganized to a de- 
gree as yet difficult to measure. Looking at the sit- 
uation abroad, and especially in Europe, it would 
be unrealistic to think that we can insulate ourselves 
from the chaos that exists. Great masses of people 
look to us for help, guidance and direction. We can- 
not give one without the other. Regardless of the 
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Well dressed throngs on New York’s Fifth Avenue 
reflect the real prosperity and well being that flow 
from free enterprise. 
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magnitude of the task that we have assumed, ani! 
particularly in view of Russia’s expansion tactic! 
self-interest alone would seem to leave us no othe; 
course. We must accept responsibility in the know 
edge of our own stake in the building of a soun 
and stable world economy without which we couli 
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not prosper. Even more important, without whic) 
there could be neither world reconstruction nor last 
ing peace. S 





New Foreign Policy Deeply Significant 


The full implications of our new foreign policy wil 
not be apparent for some time but it is obvious tha 
important economic adjustments will be require 
if we are to carry it out successfully. Ultimate ex 
penditures will go far beyond the $400 millions not 
asked for Greece and Turkey. Despite the large gift 
and loans already made, further contributions of un 
known magnitude appear inevitable. In  retur 
American business is bound to acquire vast net 
markets abroad; it will be necessary for us tf 
broaden our vision of the ultimate benefits that cai 
be derived and which can, at least in part, compen 
sate for the costs involved. For a time, these cost 
may weigh heavily—not only in terms of direct finan 
cial oo but in terms of economic implication 
as well. 
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Heavy outlays abroad will put an end to present 
dreams of further big tax cuts beyond those that 
Congress is now willing to vote. Tariffs, in the long 
yun, will have to be lowered if foreign nations are 
‘to repay even part of their obligations to us. Also, 
when we give or lend dollars to a foreign country, 
jwe actually provide not dollars but goods, Large- 
| scale exports of goods, in turn, are bound to continue 
our current price distortion and will delay and ulti- 
I mately intensify, final price correction. Such a delay 


F may well have an adverse effect on domestic demand 


‘by increasing consumer price resistance. In short, 
| while our new policy may work out favorably in the 
‘long run, temporarily it may well be disturbing by 
being inflationary on prices and as a corollary, de- 
‘flationary on domestic business. Such a trend has 
j already set in. 





- } Foreign Demand Causes Higher Prices 


_ For some months, both wholesale and retail trades 
-have anticipated downward price adjustments as a 
result of stiffening consumer resistance. There is 
every reason to believe that these price revisions 
have already been delayed by expanding export de- 
'mand. We all know what happened in foodstuffs, par- 
ticularly in grains. High textile prices in many in- 
stances owe their chief support to export demand, 
and this demand may continue heavy for quite some 


' time. Until foreign textile mills can introduce com- 


petitive conditions, American mills can dispose of 
substantial output at high prices. 
_ Similarly, our consumer durables enjoy almost un- 
_ limited demand abroad and they are practically free 
/of any significant competition from foreign sources. 
Not only are such goods in strong demand abroad 
but they command far higher prices than on the 


| home market. Lifting of export curbs has greatly 


spurred this trade. 

Thus it stands to reason that domestic prices may 
be supported for protracted periods by the foreign 
loans already extended, and those yet to be granted, 

_to countries whose needs are prodigious. The loans 
jnaturally will tend to support commodity prices as 
well as finished goods prices. Foreign nations can 
turn to no other country for their many needs. How- 
ever, the exact extent to which domestic prices will 


Primitive transportation methods in China and else- 
where mean drudgery and lower standards of living. 
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react to the USA-financed foreign purchases remains 
problematical because the domestic market can 
hardly be subordinated; but susceptibility of our 
general price structure to this influence can scarcely 
be doubted. The inflationary impact of foreign buying 
is intensified if the goods bought are those which are 
scarce here. In recent weeks, exporters have been 
bidding actively for items still in relatively short 
supply and only unwillingness of many major man- 
ufactures to jeopardize their competitive position 
in the domestic market averted substantial diver- 
sion of such goods to foreign countries. This problem 
will be with us until foreign demand for our goods 
no longer outstrips our ability to supply them. More 
likely, definite limits will be drawn by the ability of 
foreigners to pay for the goods they want from us. 

The latter point is important, since foreign de- 
mand seems almost bottomless. It draws attention to 
the dangers inherent in continuous imbalance of our 
foreign trade, and these dangers must be fully under- 
stood. Our Government, as a potential $10 billion 
ereditor on foreign account and as an immediate in- 
vestor of $3.4 billion in the two Bretton Woods in- 
stitutions has a direct and substantial stake in the 
sound development of future world trade. Moreover, 
if the international financial structure is to be firmly 
supported, it is essential that the USA pursue inter- 
national trade policies consistent with its position 
as a creditor nation. Ultimate imports in excess of 
exports would seem to be a major prerequisite. 
Growth of a truly multilateral system of world trade 
would go far towards solving the problem. 


Our International Transactions not mere Statistics 


Its magnitude is readily understood if we consider 
our major international transactions during 1946. 
They are far from dry statistics and tell an im- 
mensely important story that in one way or another 
has affected all of us. 

Goods and services sent abroad last year amounted 
to fully $15.3 billion or about 8% of our gross na- 
tional production of $194 billion. No wonder most 
things remained scarce, and prices high. In effect, 
the percentage of exports in relation to available 
goods was probably twice as high, since a large slice 
of our national product was not for sale but went 


Long hours and backward methods on Russian State 
Farms are a far cry from our farmers’ prosperity. 






























Status of U. S. Credits 
(In Millions of Dollars) 
Utilized Unutilized 





Credits by as of 

Authorized Dec.'46 Dec.'46 

Export-Import Bank credits .. $2,300 $1,100 $1,200 

Surplus property credits 1,100 800 300 

Lend-Lease “pipeline” credits 1,400 1,200 200 
Ship sales credits 200 

Loan to Great Britain... 3,750 600 3,150t 

Philippine credits 

Individual war damage claims$ 400 
Restoration of public property} 125 
R.F.C. loan . 75 

Total ...... $9,350 $3,700 $5,650 





tAnother $500 million has been withdrawn since. 

tAuthorized but not appropriated. 

Source: Export-Import Bank (Third Semi Annual Report), Survey 
of Current Business, January 1947 and Foreign Commerce Weekly, 
February |, 1947. 












































into inventory pipe lines. Of the aggregate of $15.3 
billion, some $7.9 billion were commercial exports, 
$2.4 billion were services rendered, $1.8 billion was 
shipped by such agencies as UNNRA and $2.6 bil- 
lion consisted of military surplus sales and relief. 
Against these exports, imports amounted to only 
$6.9 billion ($5.1 billion in goods and $1.8 billion in 
services). The resulting export surplus of over $8 
billion was financed by $3.5 billion loans, $2.6 billion 
Government gifts, $0.6 billion private gifts, $0.5 bil- 
lion through imports of gold and only $0.9 billion by 
drawing on foreign dollar balances in this country. 
In other words, with our purchases abroad paying 
for only about one-half of our sales, the balance due 
us exceeded our entire commercial exports. What’s 
more, nearly 40% or $3.2 billion of this huge credit 
balance was covered by Government and private con- 
tributions, and most of the remainder by loans! 
The outlook for this year is not much different, 
though there will be certain changes. Exports of 
goods currently are running at a monthly rate of 
$1.1 billion and are likely to add up to the huge 
total of $12 billion for the entire year 1947. Accord- 
ing to a projection of the Department of Commerce, 
exports plus services rendered may come to about 
$16.2 billion. As against this, imports and services 
received will aggregate some $8.8 billion, leaving 








$7.2 billion to be covered by loans ($3.4 billion) andp 


gifts ($1.9 billion), with only $1.4 billion paid by 
foreign gold and dollar resources. 


Thus while outright gifts will taper down, we shall, 
continue to contribute on a large scale to world re} 


lief and rehabilitation. The estimate for 1947, more. 
over, does not take into account any new loans and 
expenditures that may be made under our new 
policy. Even without these, and their amounts can 
hardly be estimated at this time, a big export year 
seems assured. It is bound to accentuate our boom, 
or provide an important offset to any impending do- 


mestic business recession. Unfortunately, it will also} 


add to price instability, at least for some time. Since 
food is the first front in our battle to check the 
spread of communism, heavy Government purchases 
of foodstuffs, particularly, may again send food 
prices soaring. Unless properly handled, the resultant 


chain reaction would result in further unsettlement| 


of the relation between wages and living costs and 
accentuation of the “boom-bust”’ forces. 


Mistakes After World War | Must Be Avoided 


indefinitely piling up export surpluses of the size in- 
dicated in the foregoing. They are highly inflationary 


necessities of the situation. We do not want to repeat 
the mistakes made after World War I. The solution 
lies in accepting more imports, for in the long run, 
the exchange of goods—to be healthy—must settle 


itself. To achieve this aim, there must be freer flow | 
| Whil 
our foreign economic policy. A broad program of d 
financial assistance and cooperation to aid world re- | 


of world trade, a goal that forms an integral part of 


construction is one part of this policy. The other is 


to foster expansion of world trade on a multilateral 
basis, as well as to promote relative monetary sta- | 


bility. Both go hand in hand. 


Financing the 1946 Credit Balance 

(In Millions of Dollars) | 

CONTRIBUTIONS | 

UINRRA: 2 = $1,500 | 
“Straight’’ Lend-Lease 100 
Armyireliet <2. 600 
Other Gov. (net) .... 400 

Private (net) .......... 600 | 

Oe nce . $3,200 | 

LOANS AND CREDITS | 

Export-Import Bank . $1,000 | 
Lend-Lease credits 900 

Surplus property credits 800 IP 
British loan. .............. 600 
Others (net) _...... 200 
1S | Raster tee day Meee RE CRE Rao Poe epee Ee ca $3,500 
Source: Export-Import Bank and Dept. of Commerce. 
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financial aid through loans but active participation | 
B on a 
of the International Bank and the International | 
Monetary Fund, both of which are now entering 7 
the stage of active operations in their respective | 


in international organizations. We are key supporters 


fields. Both should make 
Photo by Ewing Galloway 


Galata Bridge, Constantinople, Turkey. U. S. loans and 
gifts to support free enterprise will be huge but Ameri- 
can business is bound to gain vast new markets abroad. 


(Please turn to page 126) 
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By H. S. COFFIN 


Corporate reports for 1946, viewed in retrospect, 
have apparently spelled abnormality in the minds of 
the general investing public. Despite a sharp and 
broadly extended uptrend in net profits achieved by 
all but a few segments of the economy, uncertainty 
over what’s ahead still cloys the appetite of potential 
share buyers. In like manner, pessimism over occa- 


' sionally reported dismal results has not been fol- 
' lowed by heavy selling pressure in the stock market. 


Reaction of investors to earnings statements in both 


' categories seems to be confined to eyebrow lifting, 


evidencing a conviction that the figures were either 
just too good or too poor to suggest repetition in 
1947 or thereafter. 

In view of all the cross currents at work in the 
field of business, the skepticism over last year’s in- 
dustrial progress and its divergent record of earn- 


, ings is entirely healthy. For months past the Maga- 
_ zine of Wall Street has been advising a “watch and 


wait” program for investors, and until our Mr. 


_ A. T. Miller gives the signal this will continue to be 
| our policy. But when the time arrives to implement 


intelligent selectivity, opinions must be fortified as 


' far as possible by a better understanding of industrial 
' and company fundamentals. Opportunities for se- 
» curing sound income and possible appreciation may 
_ require prompt action if and when they do unfold. 

While our periodic reappraisals of the leading indus- 
» tries furnish valuable assistance to those of our 
_ readers aiming at portfolio adjustments, it seems 
_ timely to scan the whole field rather broadly, and 
' within the limitations of space to comment on 


a few instances where earnings trends developed in 
1946, either good or poor, may be extended through 
1947 or where distinct reversals might be expected. 
To limit the scope of our discussion, we have listed 
on an appended table some two score concerns (out 
of more than a possible 50) with annual net earnings 


' of more than $10 million and which achieved gains 


of 100% or more last year. On another table we 
show a number of companies for which 1946 proved 
to be rather discouraging from the viewpoint of net 
profits. In neither instance do these groupings pro- 
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| vide more than a basis for study of 
statistical evidence, acceptable at 
| face value only. To arrive at invest- 
ment decisions, a far deeper probe 
is essential. 

For purposes of discussion, it 
might be well to consider a few of 
the laggards first. That the experi- 
ence of most concerns showing lower 
earnings last year than in 1945 was 
due to a multiplicity of transient, 
adverse factors cropping up in the 
first six months, must be born in 
mind in appraising their year end 
results. Strikes, termination of war 
contracts, price restrictions, recon- 
version problems, shortages of mate- 
rials and manpower, and increased 
costs created unprecedented difficul- 
ties in many cases, especially for 
manufacturers of durables during 
the January to July period. Although 
the skies began to clear rapidly in 
the last half, it is not surprising that 
about 25% of all manufacturers 
were unable to substantially offset early losses by 
increased profits later in the year. Indeed, had it not 
been for sizable tax carry-back aid, some of the 
strongest concerns in the country would have had to 
report large deficits rather than merely a dip in 
earnings compared with the preceding year. In many 
of these cases, more normal operating conditions in 
1947 should bring a quick return of satisfactory 
earnings, for restricted production last year served 
to pile up backlog orders at an impressive pace. On 
the other hand, the pressure of mounting costs 
played havoc with some of the railroads, leaving hope 
for improvement solely on a basis of rate increases 
which may be granted, according to the opinion of 
the ICC. Finally there are certain industries, such 
as the aircraft manufacturers and ship builders, 
where the relationship of capacity to demand has so 
distorted the outlook that for a long time to come 
only the strongest units enjoy a chance to make 
satisfactory progress. 












Some Laggards May Become Leaders 


Getting down to cases, among the “naturals” likely 
to emerge from a drab showing in 1946 to a more 
interesting earnings status in the current year is 
General Electric Co. Nine weeks of strikes, shortage 
of copper and other essential materials and a tight 
cost-price squeeze last spring, caused an operating 
loss of around $28 million in the first quarter of 1946. 
Although net sales for the full year came to $679 
million, with those in the final quarter rising to an 
annual rate of more than $1 billion, and volume was 
63% higher than in any year prior to 1941—the com- 
pany experienced a net operating loss of $534,000. 
But tax credits of $24 million, a transfer of $9 mil- 
lion from reserves to income, plus dividends received 
from subsidiaries, brought final net to $43 million, 
compared with $56.5 million in 1945. While tax cred- 
its will not be available in 1947, they will not be 
needed, provided General Electric is given an op- 
portunity to function without work stoppages and 
with more ample supplies of sheet steel and copper. 
Given a fair break it should do a very large and 
profitable business in 1947. 

Gross income of Pullman, Inc. reached a record 
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Selected Companies Whose 1946 Income Is Over Ten Million Dollars, ; 
And Has Increased 100% or More Since 1945 : 
— In Dollars Per Common Share - Price- 4 ‘ 
1938-41 1942-45 1945 1946 1946 Current* 1946 1/2/47 Recent Earnings Dividend fi 
Average Net Fiscal Year Net Dividend Price Range Price Price Ratio Yield} q 
Abbott TRE RT OPE Re Ee $1.35 $1.75 $1.79 $5.79 $2.87 1/2 $3.40 91-61% $87 $73 12.7 4.6% it 
PRIN TU MBEUD ooo acccssevencosssvocinstsnenecsnees 1.89 2.72 2.32 5.20 2.00 2.00 78 -481 58 53 10.2 3.8 4 
INE III Sivcccciccristcaceiccescsnsvemeicns = ue. ans 8.17 21.05 12.00 13.50 70%4-292 33 33 7. 40.8(a) 4 
IN TR MD chs duis sv sckeinvonnspssckuxesvensvaphovenyers 0.01 oc 1.79 o¢ 1.41 0c 4.27 o¢ Nil Nil 1812-10% 14 13 cit eer ~ 
SO Re er oe ee ea: “$1.74 £1.95 1.85 " 5.91 2.00 2.15 48 4-27 Y 31 -—. ss | 
Redianpen RUE abpgivvinsttoies pr evancacvsas ‘ vet 10.94 am : 11.14 se i .32 se “3.47 se 1.1742 1.25 26%-16 Ye 19 ins W749 7 “7.3 
EEE NLT 3.25 376 3.24 18.38 2.00 4.25 93%-51% 58 60 33 7.1 
Celanese Corp. of America... $1.05 $1.19 1.13 2.36 90 95 -2354-18% 21 2 «85 OT 
Colgate-Palmolive-Peet ............ we weet 264 3.05 3.34 7.14 4.25 4.75 6034-42 % 56 48 «6 : 9.9 ; 
Gillette Safety RAZOF..........cc..cseccseeseses a O74 174 4.55 2.50 2.872 4254-22, 31 a “ -. | 
NN Bis cciscisics went ae 7.84 17.69 450 475 88%-59% 65 56 3.2 85 
Séodyour Tis B Gubber........................ 2:28 5.73 +587 16.07 4.00 4.75 77-50% 5S 52 32 O81 
International Paper ......c-c..ce.en we 259 2.00 210 850 £300 3.25 55%-38% 53 4 £54 7. 
National Distillers ..............0.0.0... i £1.16 i £1.41 ‘ HW 72— 5.01 ; 1.42 2.00 _ “32%4-19% 22 —a 20 ne 4.0 10.0 -_ 
WMI cocccicicccniiunsncan ae 2a 124 7.17 + 3.70 3.95 80 -35% 61 £454 7.5 7.3 
Publicker Industries .............. me epinucetints ath : G 1.76 G 11.10 24% ‘Stock 5% Stock 67 -32 pe 32 i 25 24 i 
Gehremley DiersWers ......:.ssecsesesescssesceesccoeee $1.23 au $3.60 au $6.44 au 13.58 au 1.85 2.00 100 53 on 53 es 34 ve 2.5 5.9 
Standard Oil of Ohio... $287 $2.18 1.10 3.43 1.001X) 1.00(X) 30-20% yr a > eee 
TIA inca oosctessecsinnvccn . $157 $1.61 $2.15 4.51 1.66% 2.50 53% -41% 51 49 109 47 
United States Gypsum.................... spennanate 5.02 3.58 3.18 9.91 3.00 3.00 132 .93 i st 99 10.0 3.0 4 
*—12 months to date. “ae ; fi ‘<citdieated. (a)—Based on probably non-recurrent payments. | 
{—Based on Current 12 months-to-date dividend. (X)—Plus 2% Stock. | 














peacetime total of more than $266 million in 1946, 
but net income dropped from a level of $13.8 million 
in 1945 to just over $2 million. Mounting labor, 
material and operating costs held net earnings down 
to a mere 1.2 cents on the dollar. Operations on the 
sleeping car end were conducted for the account of 
the Railroad group, pending decision by the Courts 
as to the sale of this division, now confirmed by the 
Supreme Court. As for production of passenger and 
freight cars, strike interferences and shortages cut 
heavily into profits. Pullman-Standard, however, re- 
ported unfilled orders of $263 million as of February 
1, and the backlog of the Kellogg subsidiary had risen 
to $77 million. Under normal conditions, therefore, 
it is more than probable that Pullman, Inc. earnings 
should sharply advance in the current year. As this 
concern will be over burdened with cash when the 
final payments for the sleeping car service is 
turned in ($36 million already paid and $43 million 
still to come) even the directors are puzzled to know 
just how to employ the swollen working capital 
which will be at their disposal. But whatever 
happens, shareholders in this concern are enjoying 
warranted confidence in view of the current bright 
prospects. 

Turbulent conditions in the automobile industry 
last year put managerial ability to the severest 
test in its entire history, hence in the absence of 
miracles a downtrend in net earnings occurred for 
every unit in the field. Hardest strain fell upon Gen- 
eral Motors, for due to strikes and shortages this 
giant concern was virtually unable to turn out any 
cars in the first quarter of 1946. Steady improve- 
ment thereafter, though, brought production in the 
final quarter up to a level equal to about 90% of 
the 1941 rate. The Frigidaire Division did better in 
keeping 1946 production abreast with 1940. On net 
sales of $1.96 billion GM kept in the black mainly 


by offsetting $44 million depreciation charges by a 
like amount of tax credits and by crediting income 
with $30 million transferred from reserve accounts. 
Final share earnings for the year came to $1.76 com-| 
pared with $4.07 in 1945. The company started the 
current year with a plant expansion of $296 million 
practically completed, and with production still far 
from meeting demand. Granted no work stoppages 
in 1947, Sales and earnings of General Motors should 
trend up again, although steel shortages probably 
will preclude operating at full capacity. 


Aircrafts Had Difficult Year 
Perhaps no industry experienced a_ generally 
tougher year in 1946 than the makers of aircraft. 
But this has long been foreseen before the war came 
to an end, so that a drastic dip in earnings oc-| 





casioned little surprise. Some of the stronger con-| 
cerns, however, view the future with confidence and | 
are in a good position financially to weather the diffi- I 


culties common in their field. As an example, take 
Glen L. Martin Company.Compared with 1945 sales of 
$356 million the 1946 volume of $37.6 million seems 
very meagre. But through good cost controls and 
the aid of $2.4 million tax credits, net per share fell | 
to only $2.97 against $7.39 in 1945. The $3 dividend 
rate of last year has been continued thus far in 1947 


by payment of 75 cents per share in the first quarter. | 


The company reported backlog orders of $193 million 


as of December 31, largely consisting of Military © 


contracts. To achieve a measure of diversification, | 
Martin is spending $3 million to enlarge its produc- 


tion of Marvinol resins. Uncertainties cloud 1947) 


prospects for this strongly entrenched concern as 
much depends upon the liberality of Congress in 





granting appropriations for new aircraft in view of | 


economy urges and the rapidity with which aircraft | 
design is changing. But Martin’s up to date experi- 
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ence with the most modern designs give the company 
a strong competitive position. While in the long run 
this concern may give a good account of itself there 
seems little nvosnect of a near term improvement 
in earnings, at best. 


Consumers Goods Boomed 


Turning now to the other side of the picture we 
will discuss some of the concerns which gladdened 
the hearts of their shareholders by reporting profits 
100% or more higher than in the preceding year. 
Practically all in this class were manufacturers or 
distributors of consumer goods, although some ex- 
ceptions to this rule were apparent. Contributing to 
the record performances were a number of abnormal 
factors, such as the termination of excess profits 
taxes, large sales over which overhead cost could 
be spread, low selling costs created bv excess of de- 
mand, freedom from operating handicaps, and in 
many cases inventory profits swollen by price mark- 
ups. In the race to satisfv long pent un demand be- 
fore competition became highly expressive, any num- 
ber of concerns found the 1946 seller’s market ex- 
ceeding their wildest dreams as to net earnings. 

Most of the large textile mills achieved earnings 
way above normal expectancies, for with few recon- 
version handicaps soft goods of every description 
could be sunplied in large quantities to an affluent 
public unable to buy many durables. Cannon Mills 
Company, makers of towels, sheets and pillow cases, 
for instance, reported net earnings of more than $19 
million in 1946, compared with $3.3 million in 1945 
and a previous peak of $4.5 million during the past 
17 years. With almost every household and hotel in 
the land reduced to a near rag basis as to the com- 
pany’s specialties because of wartime scarcities, sales 


problems were minimized. Hence inventories of $42.4 
million at the end of 1945 were reduced to $29.8 
million as volume soared from $81.4 million to nearly 
$114 million during 1946. And as Cannon raised its 
prices for towels and sheets to compensate for rising 
costs, inventories carried on a last-in, first out basis 
yielded a spectacular profit, embracing everything 
from yarn to finished goods. While unit sales of this 
well entrenched specialist may continue at a high 
level, it would seem as if with profits in the till 
equal to those of six average good years, common 
sense might sponsor some recession in profit margins 
as a result of price lowering policies. No similar 
bonanza can be expected in 1947, although earnings 
may still be well above the past average. As the 
company distributed only about 22% of its net earn- 
ings last year, the prospect of a heavy undistributed 
profits tax could well cause payment of substantial 
extras before the close of the current year. 


Good Year for Building Materials 


In reflection of the high demand for building ma- 
terials, United States Gypsum Company enjoyed 
record breaking sales and profits last vear. Per share 
net of $9.90 in 1946 compared with $3.18 in 1945, 
mostly due to an increase of $20 million in sales. 
While this concern raised prices moderately on a 
few items, its composite price index is now only one 
percent higher than 20 years ago, attesting to sound 
managerial policies. In view of the bright outlook 
ahead for the construction industry and demand for 
low cost housing, it seems quite possible that net 
earnings of U. S. Gypsum mav continue high for 
some time to come. Because of this concern’s strong 
financial condition and its fine dividend record, the 
shares deserves a high in- (Please turn to Page 116) 
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| Selected Companies Which Have Reported 1946 Net Income Declines 
| ee eonen ae ee ee 
— ————___—__——— In Dollars Per Common Share ——— Zi Price- 
1938-41 1942-45 1945 1946 1946 Current* 1946 1/2/47 Recent Earnings Dividend 
| ee Net Fiscal Year Net Dividend Price Range Price Price Ratio Yield? 
[Both Iron Works Poe $2.80 $7.70 $6. 20 $2. 54 $3.50 _ $2. 50 394-18 Vs $181, $16 6.3 15.6% 
ad Mae ss Renn _ 0.97, - 0.69 se © 9.3 30 s se y oh: 57 se vials, Nil Nil 307%-11 12 a 
[Bendix Sultan .. aca. “2.4lse 6.8! 85 s se _" 7. 31 se » GO. 37 se aa 2.00 _2. 00 58 -28%, 37 33 89.2 6.1 
[Buda ‘Comniny . as 4 diosa astecana Susie New Co. New Co. New Co. def 1 46 G Nil wilet 3 Nil 22%e- 9% 12%, 12 
| Chrysler Corp. . re 68 5.81 8.61 6.18 3. 00 re ~ 3.00 141 -75% 90 88 14.2 3.4 
lc. i; tT. ‘emel a 7 mie tn eiets ry 55 : 9. 65 7 ; 1.61 7 1.27 2.00 2.00 584-361, 45 41 32.4 4.9 
| Consolidated Vultee Aircraft a 6. Sa “4.72 av def 1.77 an _ 2.00 1.75 3354-144 16 17 10.3 
— ae eae eer neh paras : 2.25 au . 2.96 au 13.75 au 0.71 au 1.00 1.00 29 «~-18 7 25 35.3 4.0 : 
Douglas Aircraft ; Ae en podeeseitaeses “14. 44 nv 14.02 nv 14.93 nv 3.63 nv 9 7.50 7.50 1087/4,-63% 73 65 17.9 11.5 
Siento Electric Konsvecesesaice z wes 1.58 1.71 . 61.96 1 ao 1.60 1.60 52 -331, ; 36 35 23.5 4.6 ' | 
General Motors oe aig ae | 3.63 4.07 G 1. 76 2.25 2.25 Yo-47 a 53 57 32.4 3.9 | 
Kennecott Copper Peduseenuns vate tedceraringee 3.46 7 3.78 — 2. 2.80 ; 2. 13 inn 50 ; 2.50 6014-41 52 46 21.6 5.5 : | 
Martin, int L. e * 1.02 7 5. 120 7.39 39 ie 6G 2.97, : ~ 3.00 7 3.00 ; 4512-31 33 26 8.7 - 11.5 - 
New York Shipbuilding raenrr ae k 3. 28 - k 7. a a - 7.50 k 4.45 1.50 1.50 2844-111 12 13, 3.0 i 11.1 
Penn-Central Airlines May ebanesestenstahvea 0.81 0.81 . 7" 1.05 def 5.32 co - Nil Nil 45%4-12% 14) 12 : 7 
Pulinen Reraseeses yet tiniger yer ee 1.73 0.60 4.30 0. 64 —s 3.00 7 3.00 6934-47 55 56 : 87.5 : 5.3 ; 
Teen LN. eee ore . 41.49 Je $2.51 Je $2.56 Je Lr 50 Je 75(X) - 75(X) 26Y2-16% ; 19 ‘ 18 12.0 aie 42 y | 
Tenaeen. & Western Airlines............ def0.35 2.27 1.84 def 14.57 G - Nil re Nil 71 718% 20 20 on 7 : avery a | 
Westinghouse Electric $1.43 $1.75 $2.03 G 0. 65 mo 1.00 - - -00 39%%4- 21% 25° 25 oe 38.4 7 40 - | 
*—12 months to date. G—lIncludes carryback tax credit. 
+—Based on Current 12 months-to-date dividend. t—Adjusted. | 
(X)—Plus 5% Stock. k—On Combined Shares. | 
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FEDERAL, STATE, 
MUNICIPAL TAXES 


By JAMES A. FINLEY 


There are 180,049 tax levying units in this coun- 
try. The attention focused on federal taxes has 
tended to obscure the importance of the other tax- 
levying units. Yet, in addition to the Federal Gov- 
ernments, there are 48 state governments and ap- 
proximately 180,000 local governments, all demanding 
increasing support from the taxpayer. 

In 1916, the demands by these authorities totaled 
$2,643,000,000 of 5.9% of the national income. By 
1946, thirty years later, total expenditures of Fed- 
eral, State and local Governments had soared to ap- 
proximately $69,000,000,000 or 41% of the national 
income. Taxes paid to these authorities reached an 
all time high in 1945, when they totaled 31.1% of 
the national income, or in terms of dollars $50,080,- 
000,000 of taxes as compared to a national income 
in that year of $161,000,000,000. The accompanying 
table and chart graphically illustrate the phenomenal 
growth in these payments over the past thirty years. 

The pressing need for tax revenues at the Federal, 
State and Local levels results in numerous conflicts 
of taxing principles and methods with resultant con- 
fusion of inter-governmental relationships with re- 
spect to the raising of tax revenues and the admin- 
istration of same as between the three tax-levying 
authorities. 

Questions of conflict had less importance thirty 
years ago when total tax payments to these author- 
ities represented a relatively small portion of total 
national income. Today, however, with the tax reve- 
nue needs of each unit of government at such a 


high level of national income, the complexity and 
confusion of inter-governmental tax relationships, 
places an onerous burden on the taxpayer. 


Importance of State and Local Governments 


The importance of state and local tax systems to 
the overall tax structure is not as generally apprec- 
iated as it should be. Except for war periods, state 
and local taxes have occupied a predominant place 
in total governmental revenues in this country. The 
accompanying table reveals that of the total taxes 
collected in each of the years prior to 1942, state and 
local levies exceeded Federal Revenues by wide mar- 


gins. Although this predominance no longer holds | 
true and probably will not prevail again in the fore- | 


seeable future, the financial systems of these units 
will still command an important place in the fiscal 
program of the nation. 

Soaring Municipal Budgets 


Expenses of municipalities have soared since war's 


end. Spending of municipalities has increased up- | 





SATIS 


ward to 50% over pre-war days, due mainly to in- © 


creases in municipal employees’ wages, and the need | 
f=] 


to complete many war-delayed projects at current 


inflated construction and maintenance costs, all in | 


addition to normal operating expenses. 

This results in abnormally high municipal budgets 
such as New York City’s $1,029,120,314.73 budget 
for the 1947-48 fiscal year. This is the first billion 
dollar municipal budget in history! 

New York City must, therefore, in common with 
most other cities, look for new tax sources. This has 


forced tax hungry cities to levy a variety of taxes | 


with perhaps sales taxes, amusement taxes and cig- 
arette taxes being the most popular media. Munici- 
palities are also looking to their states for a more 
liberal share of the state’s revenues, since most 
forms of taxation are usually reserved by the state 
for its own use. 
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Multiple and Overlapping Taxes 


The net result is the imposition of multiple and 
overlapping taxes on single products, sales and in- 
comes. In so limited a space, we can hardly hope to 
explore the vast network of various kinds of taxes 
over which conflicts between the varying taxing 
authorties exists. Such an enumeration would in- 
clude taxes on corporate and personal income, taxes 
on alcoholic beverages, tobacco taxes, gasoline taxes, 
taxes on motor vehicles, estate and inheritance taxes, 
capital stock taxes, taxes of various types on intan- 
gible personal property, sales taxes and a long list 
of miscellaneous taxes. 

One of the prime examples of multiple taxation is 
the taxes imposed upon cigarettes. The Federal Gov- 
ernment imposes a tax of seven cents a package. 
There are now thirty-three of the forty-eight states, 
also imposing’ levies on cigarettes ranging from two 
to six cents a package. Cities, too extract a bounty 
on this commodity. Thus, more than half of the 
cigarette smokers’ dollar goes up in taxes. 

Triple taxation of income is becoming more than a 
mere possibility. In addition to the federal tax on 
incomes, thirty five state and four cities—Phila- 
delphia, St. Louis, Toledo and Washington—now im- 
pose taxes on income. 

All taxation is burdensome. However, multiple and 
overlapping taxation seriously impairs production, 
cuts down income, tends to reduce sales and results 
in raising costs. 


Increased Costs of Compliance 


The increased complexity of taxes also adds tre- 
mendously to the costs of the taxpayer in ascertain- 
ing his tax burden, which in turn increases the sell- 
ing price of his products. 

Unfortunately, we have no up-to-date specific data 
on these costs. We do, however, know of one com- 
pany, who in 1927 was required to file approximately 
fifteen reports with the Federal Government and the 
preparation of these reports cost slightly in excess 
of $800.00. By 1937, the number of governmental re- 


turns the company was required to file totaled close 
to 45,000 and the cost of preparing these reports had 
grown to over $21,000.00. That was in 1937. The 
volume, complexity and costs of preparing these re- 
turns has without doubt grown stupendously during 
the intervening ten years. 


State-Local Levies Affect Federal Taxes 


The extraction of taxes by the State and local tax- 
ing units has its effect on the Federal Government’s 
tax revenues. Every time a state or local taxing 
authority levies a new tax or increases its rates on 
income and other forms of taxes, the Federal Gov- 
ernment’s tax revenues are reduced, since most of 
the taxes paid to the state or local taxing authorities 
are allowed as deductions in computing the Federal 
Income Tax. 


Government Waste 


The fantastic waste in almost every department 
of government adds immeasurably to the burden of 
the taxpayer. 

Many units of government hired temporary em- 
ployees to replace those who entered war service. 
With the war over and most of the veterans back 
in their jobs, many of their replacements are still 
on the payrolls, unnecessarily increasing costs and 
hampering efficiency. 

In many states there is triplication of effort at 
the state, county and local levels. The writer knows 
of one case where a state traffic officer, a county 
patrolman and a city patrolman drive down the same 
road at approximately the same time, but in sep- 
arate vehicles. 

These examples are only two of the hundreds 
which may be cited of unnecessary duplication of 
effort, inefficiency, inconsistency, inadequate fiscal 
controls, political expediency and downright waste. 

Taxpayers should insist that governments put 
their houses in order by paring costs rigorously and 
to forget political expediency, rather than seek new 
sources of revenue. (Please turn to Page 120) 











National Income and Total Federal, State and Local Tax Revenues 
1916-1946 
National Federal Tax Revenues State Tax Revenues Local Tax Revenues Total Tax Revenues 
Income as % of as % of as % of as % of 
($ Billion) ($ Million) Nat'l Income ($ Million) Nat'l Income ($ Million) Nat'l Income ($ Million) Nat'l Income 
$ 708 1.6% $ 364 8% $1,571 3.5% $2,643 5.9% 
1,015 te 410 8 1,713 a2 3,138 5.9 
3,352 SF 460 8 1,849 3.2 5,661 9. 
4,482 6.6 528 8 2,395 3.5 7,405 10.9 
5,689 8.2 636 & 2,840 4.1 9,165 13.2 
4,917 9.5 745 1.4 3,150 6.1 8,812 17.0 
3,554 6.0 858 1.4 3,157 6.1 7,569 13.5 
3,052 4.4 917 4.3 3,285 4.7 7,254 10.4 
3,207 4.6 1,017 Le 3,602 $2 7,826 11.3 
2,974 4.0 1,107 1.5 3,811 5.1 7,892 10.6 
3,215 4.2 1,264 1.6 4,134 5.4 8,613 11.2 
3,345 4.4 1,355 1.8 4,367 LS 9,067 11.9 
3,201 4.0 1,507 1.9 4,641 5.9 9,349 11.8 
3,337 4.0 1,612 1.9 4,819 5.7 9,768 11.6 
3,479 5.0 1,780 2.6 5,018 72 10,277 14.8 
2,722 5.0 1,778 3.3 4,805 8.8 9,305 17.1 
1,793 4.5 1,642 4.1 4,716 11.7 8,151 20.3 
1,793 4.2 1,505 3.5 4,210 9.9 7,508 17.6 
2,897 5.8 1,721 3.5 4,160 8.4 8,778 17.7 
3,551 6.3 1,886 3.4 4,299 7a 9,736 17.4 
3,849 5.9 2,351 3.6 4,308 6.6 10,508 16.1 
4,765 6.7 3,019 4.2 4,408 6.1 12,192 17.0 
5,404 8.4 3,157 4.9 4,552 7.1 13,113 20.4 
4,806 6.8 3,070 4.2 4,553 6.4 12,429 17.4 
4,910 6.3 3,313 4.2 4,684 6.0 12,907 16.5 | 
6,880 irl 3,606 3.7 4,709 4.9 15,195 15.7 | 
12,285 10.0 3,899 3.2 4,745 3.9 20,929 17.1 | 
21,078 14.1 3,923 2.6 4,731 3.1 29,732 19.8 | 
40,329 25.0 4,087 2.5 4,810(p) 3.0 49,226(p) 30.5 } 
40,952 25.4 4,350 2.7 4,778(p) 3.0 50,080(p) 31.1 | 
36,224 22.0 4,500(e) a7 4,800(e) 2.9 45,524le) 27.6 | 
(p)—Preliminary. 
(e)—Estimated. 
Source: National Industrial Conference Board. 
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By E. K. T. 


TWO YEARS have passed since President Truman 
went into the White House and one of the most inter- 
esting developments from the viewpoint of Washing- 
ton observers has been the coming, and going, of the 
“Missouri crowd.” When Mr. Truman was rushed by 
fate into a job for which he had not prepared himself 
it was natural he would want familiar faces about 
him, and in the Cabinet. Now there are but two left 
who wield immediate influence — Press Secretary 





WASHINGTON SEES: 


The drive to force industry to break up its con- 
centration in the east and settle part of its opera- 
tions in non-industrial states of the west has been 
noticed by its absence in the current session of 
congress (the McCarran Bill is not being pushed, 
for example), and the reason is becoming appar- 
ent. The westerners see natural causes bringing 
their objective within reach. 

From the official records of the Bureau of Labor 
Statistics comes the estimate of a 1,766,000 gain 
in the labor force in the west between the years 
1940 and 1950. Thus, the total would be 7,614,- 
000 employees. 

While California, under the spur of a great war- 
time plant construction, would be the principal 
gainer, the flood of new jobs would rush into 
others of the 11 states which comprise ‘‘the west." 
Texas would have a large share, for the reason 
that it, too, expanded and modernized its produc- 
tive plant. 

The federal bureau does not view the antici- 
pated large-scale increase in gainful employment 
as essentially, or even principally, the result of a 
shift from the industrial east; rather as a moderate 
flow from the east, plus the seizure of new-found 
opportunities by westerners to remain in their own 
states of origin. 

Objection levelled at the McCarran bill and 
similar legislative efforts to re-allocate job oppor- 
tunity was the obvious economic unsoundness of 
abandoning existing facilities. The BLS holds out a 
much more inviting prospect. 





Charles G. Ross and special Assistant Clark Clifford. 
Little known fact is that Chief Justice Fred Vinson 
still is relied heavily upon for White House guidance. 


READING OUT of the party of political prominents is 
a practice which, in the past at least, has been in- 
dulged only by the party which believes itself at top 
strength.And that may provide a key to the demo- 
crats’ current self-appraisal when they “read out” 
Henry Wallace and Claude Pepper, each of whom still 
has a considerable following in the electorate. Angle 
not to be overlooked when weighing 1948 Presidential 
intentions was the explanation that their views do 


not accord with those of Mr. Truman, personally ; not§ 


that there is conflict with the party in the positions 
Wallace and Pepper take. There is slight, if any, dif- 
ference. But there’s significance in the choice of 
terms. 


CHICAGO ELECTION cannot be tossed off as lightly 
as the republicans suggest (‘‘a democratic city went 
democratic”), and on the other hand it doesn’t war- 
rant the political significance the democratic high 
command seeks to attach to it. Kennelly’s victory was 
largely a personal one. His record as a businessman, 
his previous total detachment from a city machine— 
he actually had considered becoming the republican 
candidate a few months before—made him far from 
unacceptable to rank-and-file republicans. And the 
GOP placed its hopes on a comparative unknown. Far 
more pleasing from a democratic standpoint than 
a republican one, there still is to be explained the 
republican sweep of council offices. Washington politi- 
cos are debating it hotly, getting nowhere. 


TAX SHIFT from local to federal could be aided by 
legislation sponsored by Senator Butler of Nebraska, 
which suggests federal payments to local govern- 
ments “in lieu” of taxes on property owned by the 
United States. The payments would be computed at a 
level approximating the local tax on comparable 
holdings. Certain types of buildings—customs houses, 
courts, post offices, ete.—would remain tax free. Pur- 
pose of the drive is two-fold: to relieve muncipalities 
of the necessity of servicing properties not on the 
grand list, and to encourage the federal government 
to greater speed in its disposal program. 
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Newest entry into the 1948 Presidential sweep- 
stakes (and it will be just that) will be General Douglas 
Mc Arthur. His emissaries will try to get Gov. Warren of 
California as his running mate. There's nothing new 

in that strategem; every outstanding hopeful could use 
the California electoral votes generally regarded as in 
Warren's pocket. They can be very important. Charles 
Evans Hughes found that out. 















































Generai Mc Arthur has been looked upon as 2 
Presidential possibility since he led the United States 
to victory in Japan. But he has remained silent on the 
subject. He'll continue that silence for a while. But 
within the next 30 days he will disband his military public 
relations setup and supplant with civilians. Without 
military rank, his new publicists will be in a position to build the General up indi- 
vidually, not only as a symbol of successful military might. 























































The hero of the Pacific campaign has studiously avoided returning to the 
mainland for the receptions which have pleased, and flattered, others who contri- 




















































dooall buted to the victory. He'll save his appearance for an outstanding event, very 

- out” likely the next annual convention of the American Legion. 

aati The Legion provides a Springboard, and voting strength, of very great 

ential value. It is available to few Presidential hopefuls but wide open to Mc Arthur. 

ws do In the meantime, Warren is being consulted. In Washington, and in the eastern section 
y; not of the country generally it is considered that Warren wants the top spot on the 












ticket, or none. Second place to Mc Arthur, however, might not seem uninviting. 














Washington political bigwigs of both parties are concerned with the imminent 
Mc Arthur march. toward the GOP presidential nomination. The Democrats see him as a 
dangerous threat to their continued rule. The Republicans would rather have one of 
greater political experience and malleability. The latter probably counts most in 


their equations. 






































Differences between the House and Senate were again spotlighteed when F. H. 
La Guardia, former mayor of New York City, appeared before each to discuss rent con- 
trol. Before the Senate committee he received gracious handling, smiles, synm- 
pathetic nods, as he went all out for the status quo in rent control. Before the 
House committee he was under fire most of the time, although he’s a former member of 


that body. 
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States might feasibly be subsidized by the income tax route backfired. Was he 
asking for socialization, communization, or simply redistribution of the wealth, 
his former colleagues wanted to know. Slightly wilted, the Little Flower said it 
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‘able of Rep. C. F. Smith, Ohio Republican, as "the sentiment of the people of our state." 
Pan Congressmen are begining to hear that the taxpayers are weighing their per- 




















sonal stake in the cost of world relief. Their increasing mail is the tipoff. The 
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relief outlays. 


This year's export of wheat and flour was a good example of the indirect cost 
to the American people. When the Department of Agriculture, to meet shipping sched- 

















to procure flour, the price went up. The domestic consumer paid the bill, and he's 


























agricultural program. They will begin weth an overall program, presented by Secretary 
Clinton P. Anderson, and will be the forum for general proposals from farm organi- 
zations and the important food industries -- from processors to distributors. 
























Faux pas of major importance in the entire history of the labor movement was 
; the telephone strike which came at a time when Congress was considering the wisdom of 
legislation to give the power to assume control over public utilities in peacetime as 
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John L. Lewis added nothing to his unsavory record of public relations by 
the synthetic "memorial" which closed the mines because Congress seems inclined to 
deal with the problems he created, anyway; but the telephone strikers made it doubly 
sure that the legislators, originally intending to enact some token laws and give 
color of fulfilling election promises, now will do something of real consequence to 
end public inconveniences. 

































PROSE EERE RY 





The bill won't go all the way against labor. There will be provisions de- 
signed to force employers to make a serious atempt to settle strikes. Limited opera- 
tion would cause a heavy drain on union welfare funds and strike benefit accounts, 
and on the other hand a closely computed rate of compensation for mine and mill owners 
would be a spur on the other side. 






















Whole idea is to place operations on a truly emergency basis with obvious 
losses to both operators and employees. There would be no bargaining with the unions 
during such a period, such as Krug carried on with Lewis. Retroactivity of wage scales 
arrived at between the disputing party isn’t covered in the intended bill. And that's 
a@ weakness. Some unions welcome the chance for temporary employment by the United 
States, the shifting of wage wars to that forum. 


















































War Assets Administration is quaking as complaints and inquiries of individual 
Situations are becoming closely knit into a full-dress probe. Moving fast to in- 
stall genuine business methods, in readiness for pointed inquiries by Congress 
members, WAA has adopted commercial procedure by ordering that all future sales will 
be on sealed bids and with accompanying deposits, except for on-the-spot sales and 
auctions, which later will be bound by more businesslike rules. 













































Retailers who marked prices up far beyond OPA ceilings are singing the blues 
and asking Congress to do something to protect them against the "unsympathetic 
attitude" of Mr. Truman. Just what, they don't say. The larger operators and the 
chains already are setting up a schedule of reductions which may seriously hit their 

*smaller competitors already caught with heavy inventories. 































President Truman has publicly stated what has been privately rumored here for 
several weeks: that OPA, or some modification of it is a distinct possibility if 
prices don't come down. First reaction of producers has been to start, the ball rolling 
at their factory doors, conduct a public relations program among their customers. 
It may come too late. There's political advantage as a price control law, but Mr. 
Truman's advisers haven't forgotten last November and are cautioning against too 
much crusading on the score. . 
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ules, had to jump into the wheat market in late January to buy wheat and,subsequently | 
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ADJUST 
PACIFIC 


BEFORE EUROPEAN 
SOLUTION? 


By V. L. HOROTH 


The signing of the Cheribon 
Agreement last month by the 
Dutch and the Indonesians 
has raised hopes that the po- 
litical unrest in Southeastern 
Asia is at last subsiding. 
There is a good chance now 
that within a few months, 
trade will be fully restored 
with “the Treasure House” of 
Asia, as the former Dutch East Indies used to be 
called. Once started, the rehabilitation of South- 
eastern Asia should proceed at a much faster 
pace than the rehabilitation of Europe, for, with the 
exception of French Indo-China, there is no disrup- 
tive Russian influence to cope with. The quick restor- 
ation of trade and production should have stabilizing 
influence on the new rising nations. At the same 
time the rest of the world should benefit greatly 
from the increased outflow of many special scarce 
commodities that have been in short supply ever 
since the Japanese conquest of Southeastern Asia. 

The 20-month delay in the resoration of produc- 
tion and trade has been due largely to the resistance 
of the natives to the re-establishment of old fash- 
ioned colonialism by European powers. The collapse, 
first of Dutch, French and British colonial authority 
and later of Japanese authority, left the whole vast 
area that forms the land bridge between Asia and 
Australia in the throes of revolutionary changes. 
The French, British and Dutch administrators and 
military who replaced the American troops have at 
times acted as if they were unaware of the changed 
situation. This display of old colonial mentality has, 
more often than not, antagonized the native popula- 
tion and strengthened the hand of the extremists 
among them. 

It appears that both sides are now ready for a 
compromise. The European powers have recognized 
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.. > Speedy restoration of Southeastern Asiatic trade and production 
ss should have a stabilizing influence on the new rising nations 


that there can be no return to the pre-war colonial 
system if the individual countries of Southeastern 
Asia are to be politically and economically stable. At 
the same time even the most ardent among the na- 
tive nationalists are beginning to realize that they 
cannot rebuild and develop their countries without 
the help of the capital resources and the know-how 
of their former European( or American, in the case 
of the Philippines) masters. Hence the increased 
willingness on both sides for some sort of cooper- 
ation. 

This is not to say that turbulent days are over for 
Southeastern Asia. Its new nations have yet to find 
out that political freedom will not in itself solve 
their economic problems which are many and com- 
plicated as a result of the war. Provided that Rus- 
sian-communist interference is kept out, the chances 
that the problems will be solved satisfactorily are 
good. Despite a 20-month handicap, Southeastern 
Asia may even emerge from post-war doldrums long 
before the Continent of Europe does. 


The New Republic of Indonesia 
Born Last Month 


As was already mentioned, the signing of the 
Cheribon Agreement won independence for Indo- 
nesia. The new Republic will comprise the islands of 
Java, Sumatra, and Madura, or about one-sixth of 
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NETHERLANDS 
EAST INDIES 
. Rubber 
. Palm Oil 
. Tapioca 
Tin 
Tea 
Sisal 
Kapok 
Goat Skins 
. Paraffin Wax 
. Copra 


FRENCH 
INDO-CHINA 
Rubber 

Tin 

Nux Vomica 
Oil of Cadian 
Hides and Skins 
Teakwood 
Lacquers 
Cinnamon 
Pepper 
Wooden Boxes 


BURMA 
Tin Ore 
Rubber 
Teakwood 


Gums 


Rice 


SP ENeMPewn- 


. lron, Steel Products Machinery 
. Automobiles 

. Aircraft 

. Machinery 
Chemicals 

. Lubricating Oil 
Textiles 

Old Newspapers 
. Rosin 

. Films 


Machinery 
Automobiles 

Metals 

Asphalt 

Gasoline 

lron and Steel Products 
Textiles 

Kerosene 

Chemicals 

Films 


Chemicals 
Aircraft 
Kerosene 


Paper 
Textiles 





10 Leading U. S. Imports from Southeastern Asia 


Precious Stones 
Wolfram Ore 
Cattle Hides 
Tropical Woods 


Paraffin Wax 
10 Leading U. S. Exports to Southeastern Asia 
Automobiles 

Lubricating Oil 


Non-Ferrous Metals 
lron and Steel Products 


MALAYA 
Rubber 

Tin 

Demar 

Sago Flour 
Gutta Percha 
Tungsten Ore 
Pineapples 
Gambier 
Cutch 
Pepper 


PHILIPPINES 
Sugar 

Gold 

Abaca 
Tobacco 
Copra 
Tropical Woods 
Cocoanut Oil 
Embroidery 
lron Ore 
Lumber 


SIAM 

Rubber 
Teakwood 
Precious Stones 
Rice 

Deer Hides 

Tin 

Wolfram Ore 
Gums 

Tropical Woods 
Stichlac 


Machinery 
Automobiles 
Chemicals 
Films 

Gasoline 
Lubricating Oil 
Canned Fish 
Dried Fruit 

Oil Cloth 
Asphalt 


Machinery 
Tobacco 
Automobiles 
Aircraft 

Paints and Varnish 
Lubricating Oil 
Gasoline 
Medicines 
Firearms 

Paper 


Machinery 
Automobiles 
Chemicals 
Fertilizers 
Paper 
Gasoline 
Kerosene 
Dairy Products 
Textiles 

Films 

















the area of the former Netherlands East Indies. 
However, it will have some 60 million people out 
of the 72 million. 

The relation of Indonesia to the rest of the Nether- 
lands Empire will be like that of Ireland to the Brit- 
ish Empire. Indonesia will be a sovereign country, 
but it may nominally recognize Queen Wiihelmina’s 
rule. Its economic relationship to the Netherlands 
Empire remains to be determined. Most likely the 
new Republic will remain, at least for some time, in 
the Netherlands’ monetary’ area (it has, however, its 
own currency) and economic sphere. Although Indo- 
nesia will manage its own trade, the Dutch will un- 
doubtedly be given some special economic privileges 
(like the Americans were recently given in the 
Philippines) if only to attract Dutch capital and 
know-how for the development of the country. 

From all indications, Indonesia will not revive the 
pre-war free enterprise system. Nationalization of 
privately owned public utilities will probably be car- 
ried out, and there will be a 10-year plan for indust- 
trialization of the country. The Indonesian Govern- 
ment also plans to resettle several millions of 


Javanese in Sumatra to relieve the population pres- 
sure. Tax levies and various commodity schemes are 
also planned. A 20 per cent export tax on certain 
commodities has already been enacted. 

Most important from the viewpoint of the Ameri- 
can business man is the report that Indonesia in- 
tends foreign trade to be run as a state monopoly. 
This means that the Government would determine 
the price and the quantities of exports and that it 
would direct imports. ‘ 

The remaining area of the Netherlands East 
Indies is being organized by the Dutch into two 
autonomous areas: one of them will comprise the 
island of Borneo, and the other, called “the Great 
East,” the islands stretching toward New Guinea. 


Burma Will Vote on Independence Next Month 


After being a part of the British Empire for some 
one hundred years, Burma will decide next month 
whether it will be a full-fledged Dominion within the 
British Commonwealth of Nations or a completely 
independent Republic. The decision will be made by 

the just-chosen Constituent Assembly, 





in accordance with the Anglo-Burmese 





World 
Total 


$287 
197 
1,140 
318 
195 
340 
149 
359 
202 


n.d. 


World 
Total 


$185 
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To S. E. Asia 
Total Percent 
LS eT aes $264 92% 
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Oilseeds 
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$1 
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Trade in Principal Products of Southeastern Asia 
‘In $ Million) 
— World Exports, 1938 — — U.S. Imports, 1937-38 — 


From S. E. Asia 
Total 


67 


i 
58 
53 
23 
5 
5 
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Pact signed last January in London. Un- 
like the other Dominions, Burma has no 
cultural or language ties with the mother 
country, and for this reason it is gen- 
erally expected that the Burmese—often 
called “the Irish of Asia” because of 
their jovial disposition and fighting 
qualities—will decide for an independent 
Republic. 

Like its sister Republic, Indonesia, the 
new Burmese Republic is likely to look 
to its Government for guidance in eco- 
nomic and trade matters. The State will 


Percent 
90% 
25 
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n.a.—Not Available. 
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Source: “The Network of World Trade,” League of Nations 1942, Foreign Com- 
merce Year Book 1938, "U.S. Foreign Commerce & Navigation” 1937-39. 


Note: This table is by no means all-inclusive. Southeastern Asia also contributed 
in the pre-war years over 95% of the world supply of manila hemp or abaca, 90% 
of the world exportable supply of cinchona bark from which quinine is extracted, 85°/, 
of the pepper, 75% of the kapok, and around 25% of the sisal. Its share of the 
world supply of tin was usually larger than is indicated by the table, which covers 
only one year (1938); the average for the 1937-39 period was around 65%. 


probably exercise wide economic powers, 
and there is bound to be “a plan” for 
reconstruction, particularly since Bur- 
mese public utilities and transport fa- 
cilities were heavily damaged by the 
retreating Japanese. Although indepen- 
dent, Burma is likely to remain within 
the British economic and monetary 
sphere, but, like Indonesia, will probably 
trade with the United States much more 
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than in the past. It, 
too, will need our ma- 
chinery, tools, and 
transportation equip- 
ment in large quanti- 
ties. Up to 1987 Bur- 
ma was an Indian 
province, and a large 
part of its trade is 
still with India. The 
Burmese rupee was 
separated from the 
Indian rupee a few 
months ago. 








Siam Tied 
Economically to 
Great Britain 


Siam is the only 
country in Southeast 
Asia that has never 
lost its political inde- 
pendence. However, 
as a punishment for its wartime cooperation with 
the Japanese, it almost lost its economic indepen- 
dence. The peace treaty signed with the British in 
January 1946, gave Great Britain wide economic 
powers up to September 1947. The treaty would have 
been even harsher had it not been for the interven- 
tion of our State Department. 

To begin with, the British seized Siam’s entire 
rice reserve of about 500,000 tons as a part of war 
indemnity. This deprived Siam of the means of pay- 
ing for imports. The British also assumed control 
over exports and prices of other Siamese products, 
such as tin and rubber. The result of the treaty pro- 
visions has been economic inertia. Under the circum- 
stances, Siamese farmers have not been particularly 
eager to raise any rice surpluses for export. Imports 
also have been slow. 


Photo by Ewing Galloway 


Malaya Goes For Political Reorganization 


In British Malaya, post V-J developments have 
centered largely around the political reorganization 
of the country. Last Summer the 11 political units, 
each with its own tax and tariff systems, were 
cemented into the “Federation of Malaya,” the con- 
stitution of which is now being worked out. The ex- 
istence of large non-Malayan minorities and a well- 


Dock coolies handling crude rubber at Singapore. Malay 
peninsula and islands are the world’s main source of rubber 


entrenched commu- 
nist party have kept 
Malaya in a constant 
political stir; the 
Malayan nationalists 
have been advocating 
joining with the 
Indonesian Republic 
into a “Greater Indo- 
nesia.”’ 
Economically, Ma- 
laya has made con- 
siderable progress. 
Some of its products, 
such as rubber and 
tin, are already flow- 
ing out in sizeable 
quantities. Despite in- 
flation and shortage 
of labor, Singapore 
has staged quite a 
comeback as an in- 
ternational trans- 
shipment port. Fur- 
ther progress depends upon the availablity of 
transportation and factory equipment. 


American-Philippine Cooperation Assured 


Although the Philippine Islands have been prob- 
ably the most heavily damaged country in South- 
eastern Asia, they have made, relatively, the 
greatest progress in rehabilitation. Full political in- 
dependence was won last July, and since then, con- 
siderable sobering among various political factions 
has occurred. One evidence of a more responsible way 
of thinking was the relatively smooth passage last 
month of the so-called “parity amendment” to the 
Philippine Constitution. The amendment granted the 
citizens of the United States equal opportunity with 
the Filipinos to develop natural resources and public 
utilities. It opened the way for the rehabilitation of 
such industries as sugar and gold with the help of 
American capital. 

To quote Mr. J. P. Malencio, the new Consul 
General in New York, the speedy recovery of the 
Islands will depend upon (one) the expeditious pay- 
ment of war damages (Congress set aside $400 
million for this purpose) which will enable the people 
to rebuild their homes and businesses, to buy farm 
animals, and in general (Please turn to Page 118) 








Foreign Trade 
1937-39 
Imp. 


Popula- 
tion(g) 
000,000 —Exp. 
71.5 433 
23.7 90 
16.6 175 
16.3 133 
15.7 76 
4.8 (h) 407 


Area 
in 000 
sq. miles) 
735(a) 
285(b) 
233 c) 
114(d) 
200{e) 
53(f} 


Neth. East Indies... 
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Southeast Asia—Area, Population, Foreign Trade and Investments 





U. S. Trade with S. E. Asia 
Prewar (1937-39) Postwar (1946) 
U.S. Exp. U.S.Imp. U.S. Exp. U.S. Imp. 


92 73 34 2,378 71 
8 8 42 474 3 
| 3 | 233 n.a. 
104 297 40 306 134 
1 8 6 200 2 
168 15 127 696 24 


Foreign Investment 
in S. E. Asia 
Total (i) U. S.!i) 











Total... ---. 0,620 148.6 


(a)—About '/4 of the United States. 

(b)—About as large as Chile. 

(¢)—About as large as New Mexico and Arizona. 
(d)—About as large as Georgia and Florida. 
(e)-About the size of France. 

(f)—About as large as Arkansas. 


1,314 

















374 404 250 


(g)—Data for the years immediately preceding the Second 
World War. 

(h)—Includes Brunei, Sarawak and other British areas in North 
Borneo. 

(i) —Latest dates, as estimated by H. G. Callis in “Foreign Capital 
in Southeast Asia” (Inst. of Pac. Relations) and Cleana Lewis 
in “Debtor and Creditor Countries, 1938-1944.” 
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By HENRY L. BLACKBURN 


Shares of companies with large raw material 
reserves,—the oils in particular, frequently have 
been favored in THE MAGAZINE OF WALL 
STREET as investment media to provide protection 
for capital against the rise in the cost of living in an 
inflationary period. The general rise in prices has 
been witnessed and the oil companies have in the last 
half of 1946 and will during 1947, reap the profits 
from sale of products at improved prices. The higher 
prices and profits are possible because the oil pro- 
ducers established the large reserves over the period 
of years between the early 1930’s and 1941, when 
development and drilling costs were less than half 
such costs today. The oil companies were justified 
in establishing the right to sell oil and oil products 
at prices that will be paid in the current high general 
price level. 


Oil Share Price Weakness Would 
Provide Buying Opportunity 


The March, 1947 increase of 25c a barrel in crude 
oil and 14c a gallon in gasoline with proportionate 
increases in other oil products- (following the easily 
justified increases last year) may not be fully re- 
tained for long if the general rice level is adjusted 
downward as current trends indicate will take place. 
However, oil share prices did not reflect in their 
market the latest price increase; accordingly, a re- 
adjustment which would go so far as to cancel the 
increase this year, should have little effect market- 
wise. Domestic consumption of petroleum products 
in 1946 was about equal to the peak year 1945, and 
is expected in authoritative quarters to increase 
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nearly 6% in 1947. Thus, it already 
has been proved that industry, 
transportation, heating and other 
peacetime uses require as much oil 
as the great demands of war. Pro- 
duction was greater than consump- 
tion last year because the industry 
began replacing domestic supplies, 
which resulted in an increase in in- 
ventories of fuel oil, lube oils and 
gasoline. Until storage facilities are 
increased, there may be sporatic 
price reductions to liquidate accum- 
ulated supplies, with the average 
price level at the close of 1946 ulti- 
mately restored. Thus, periods of 
oil price weakness adversely affect- 
ing oil shares would represent op- 
portunities to acquire the shares 
for long-term investment. 

The oil industry was justified in obtaining prices 
higher than prewar by the fact that it costs more 
to replace the reserves being used today. To the 
extent reasonably possible, these reserves will be 
replaced; but conservative managements probably 
will not go as far as in past years in building re- 
serves in this country, but only as far as to maintain 
reserves at a level they consider adequate. 

Wise managements already have acquired oil 
rights to tremendous acerage and have proved re- 
serves in countries of the northern tier of South 
America, in the Middle East and Far East. With 
respect to the Middle East, a perhaps exaggerated 
statement, but worth mentioning as an indication of 
potentials, was that the oil area in Saudi Arabia 
(where the Arabian American Oil Co. has completed 
important drilling) is so rich in oil that it required 
only 160 wildcat wells to prove reserves as great as 
the proven reserves in the United States, the latter 
requiring 50,000 wildcat wells to find. While it is not 
a true comparison as our wells were largely drilled 
in the early days when we had not perfected geo- 
physical methods of discovering oil, drilling of many 
wells still is required in this country in order to 
maintain reserves. 


Greatest Middle East 
Potentials Are Long-Term 


As mentioned in the thumbnail analysis of Stand- 
ard Oil Co. (N. J.), this company has the widest for- 
eign interests. Of course, Standard Oil Co. of Cali- 
fornia and Texas Co. pioneered in Saudi Arabia; 
they are selling a 30% interest to “Jersey” and 10% 
to Socony-Vacuum, and a pipe line is to be built from 
its fields about 1050 miles to the Mediterranean. The 
recent $102,000,000 loan (Please turn to page 114) 
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CONTINENTAL OIL CO. 


BUSINESS: 
products in the Central West and Rocky Mountain states. Substantial and 
increasing production is derived from Texas wells; also from California. 
Distribution is on a national scale. 


Important producer, refiner and distributor of oil and oil 


OUTLOOK: For a number of years, Continental has produced roughly 
70% more oil than its refinery crude runs and is therefore a seller of 
crude; in 1946, production was 58% more than refinery runs due to 
increased oil processed by others for Continental account. It is also a 
substantial buyer and seller of crude apparently in its large pipe line 
operations and for refinery requirements. Sales of refined products are 
made principally under the “Conoco” trade name, largely in the Mid- 
West, Texas and Colorado territory where the company is a completely 
integrated oil operator. In the last two years integration was improved 
through the sale of widely placed properties. Income of a non-recurring 
nature, included in earnings, was equal to 40c a share in 1946 and 83c 
a share. in 1945. Oil product sales increased each year since 1938. Pro- 
duction has shown an upward trend; added to crude oil and natural gas 
reserves by acquisition of Navarro Oil in 1945, and in 1947 increased 
stock holdings in Texon Oil and Land Co. from 59% to 87% through an 
offer of exchange of stock. Earnings should benefit materially from the 
25¢ a barrel increase in crude and '/2¢ a gallon increase in refined prod- 
ucts announced March 12, 1947. The company follows the most conserva- 
tive accounting course of charging against earnings, all intangible 
development costs. Despite such policy, book value of $31.70 at the end 
of 1946 is moderately below market value of the stock. Bank loans had 
been contracted to buy Navarro. 


DIVIDENDS: Dividends have been paid at a conservative rate. In view 
of good earnings and financial condition, the 50c quarterly dividend 
should be continued. 


MARKET ACTION: Demonstrating relatively firm market action, the 
stock appears to be in a buying zone around the recent price of about 36. 


COMPARATIVE BALANCE SHEET ITEMS 















Dec. 31, Dec. 31, 
1941 1946 Change 

ASSETS (000 omitted) 
See $20,362 $18,990 —$ 1,372 
FAark iti 1,369 305 — 1, 
Receivables, net ............ 10,046 14,460 + 4,414 
inventories ...............00000..... 23,756 25,063 + 1,307 
Other current assets ........... 256 WW — 145 
TOTAL CURRENT ASSETS .... 55,789 58,929 + 3,140 
Plant and equipment 212,302 304,241 + 91,939 
Less depreciation ............ 130,291 194,768 -+ 64,477 
Net property 82,011 109,473 + 27,462 
I ssencsssososcusnocshscxess 17,283 9,780 — 7,503 
TOTAL ASSETS ....... ; . 155,083 178,182 + 23,099 
LIABILITIES 
Notes payable ....................... Oe 2 SE PS 22,093 5,700 — 16,393 
Accounts payable and accruals.................... 12,817 16,070 + 3,253 
Reserve for taxes ..................... Sb Saceceasdubenbers 3,232 6,224 + 2,992 
TOTAL CURRENT LIABILITIES...................... 38,142 27,994 — 10,148 
Deferred liabilities ....................... sox 943 243 _— 700 
Minority interest ........................ bys iW mies — Wt 
EEE RE EE 125 + 125 
Long term debt ............. 8,715 994 — 7,721 
Reserves ......... 1,915 1,715 = 200 
Capital ...... 23,693 23,751 4 58 
| 1,564 123,360 + 41,796 
TOTAL LIABILITIES . 155,083 178,182 + 23,099 
WORKING CAPITAL ............. : 17,647 30,935 + 13,288 
CURRENT RATIO ........ Beisicatessstac consents 1S 24 + 6 


STANDARD OIL CO. (N. J.) 


BUSINESS: Fully integrated, and the largest oil unit in this country, 
operations are conducted thru subsidiaries on a world-wide scale. The 
largest domestic crude oil subsidiary is Humble, and in foreign fields, 
Creole in Venezuela and International Petroleum in Colombia and Peru. 
In 1946, received a $5,000,000 dividend (the first since 1941) from 
Standard-Vacuum (50% owned), operating in the Far East. Subject to legal 
technicalities, is acquiring a 30% stock interest and will guarantee $75.6 
million of a $102 million bank loan of Arabian American Oil Co.; and is 
making a 10 to 20 year oil-purchase agreement with Anglo-lranian Oil 
Co., Ltd. for the purchase of crude oil from Iran and/or Kuwait. 


OUTLOOK: Due to its size, this company accurately reflects conditions 
in the oil industry, except that under excellent management and extensive 
research activities, “Jersey” is in the forefront of new developments. Its 
gross crude oil production in the Western Hemisphere exceeds 1,000,000 
bbls. daily, and refinery, and pipe line runs are about 10% greater. 
Refinery runs are about 13% of total crude processed in the U. S. In 
Venezuela, S. A., crude production reached over !,000,000 bbls. daily in 
1945, of which Creole contributed more than one-half. Due to higher 
costs of exploration and production, the price increases effected in the 
last half of 1946 and in 1947 were equitable and assure continued main- 
tenance of reserves. Labor relations have been amicable over a period of 
more than 23 years. 


DIVIDENDS: Payments of regular and extra dividends have been made 
since 1911, and in 1946 reached a peak for all time. 


MARKET ACTION: The wide scope of the company provides the stock 
with more market stability than the average oil equity. At 63'/4, the stock 
yields 4.87%. 
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Dec. 31, Dec. 31, 
1941 1945 Change 

ASSETS (000 omitted) 
aac can cagkssynrs se ranerenbseioees? $163,393 $182,047 +$18,654 
Mark SE eines ... 170,857 433,023 +-262,166 
Receivables, net ...............0...... om 135,461 187,980 + §2,519 
1 tori ass 223,853 240,605 + 16,752 
Other current assets ............ 5 243 + 186 
TOTAL CURRENT ASSETS . 693,621 1,043,898 +350,277 
Plant and equipment 2,166,145 2,468,759 +302,614 
Less depreciation 1,326,529 +201 ,208 
Net property .. 1,142,230 +101 ,406 
Other assets .. 345,680 —122,227 
TOTAL ASSETS .. 2,531,808 +329,456 
LIABILITIES 
Be I 5655.55 sscnrp yy puke pspassesannssasestiaaioss 18,952 2,549 16,403 
Accounts payable and accruals................... 104,061 141,101 f 
Reserve for taxes ...............000000. ‘ 64,333 97,572 33,239 
Other current liabilities .......00.000000000000005 0 eeeeeeee 22,857 22,857 
TOTAL CURRENT LIABILITIES |... 187,346 


I I issieseeciiinssattaneaiasiceie ‘ 
Deferred liabilities . abba 
Long term debt ......... 

Reserves 
Capital ... 
Surplus wevavuiecccgs 
TOTAL LIABILITIES |... eee 
WORKING CAPITAL .......... a 
CURRENT RATIO ............ 









a 
ze 
as 
264,079 + 76,733 
279,001 + 36,086 
ae 
=f 
ad 


14,814 12,461 
228,130 * 
206,152 47,753 
683,344 1,254 
856,288 +220,098 

2,531 ,808 +329,456 
779,819 +-273,544 
3.9 + 2 
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De es Nee Hendin for COAL <<a 


A Coming Multi-Million 


Fuel Industry ? 
By STANLEY DEVLIN 


For decades past, the United States coal industry, 
though providing the Nation with more than half 
a billion tons annually for life blood, has been wag- 
ing a losing battle to make money. Blessed as it is 
with nearly inexhaustible supplies of essential en- 
ergy for heat, light and power, and with materials 
for the vast chemical and steel manufacturers, an 
endless cost-price squeeze has held the giant in a 
vise. With about 65% of its sales dollars going to 
labor and with 25% of the consumers money going 
for coal transportation costs—competitive petroleum 
and natural gas have made relentless progress in 
capturing markets once monopolized by the coal 
miners. 

But groggy from the fight as the industry is, it 
has aroused from a traditional lethargy to study 
what constructive steps can be taken to regain its 
valid status as a profitable enterprise. Leaders in 
the industry, Government, scientists and strong 
competitors in other fuel fields have joined hands 
to tackle the problem; as things look now the solu- 
tion may be found in revolutionary production and 
distributive methods of this, one of the country’s 
most valuable natural assets. As the program will 
involve time, the expenditure of huge capital sums 
and the coordination of many engineers, chemists 
and other technicians, the answer won’t be found 
tomorrow. But there is sound reason for hope that 
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within a very few years, the coal indtsury will be 
striding towards a new and gleaming horizon. There 
is plenty of drama in the American way of over- 
coming seemingly impossible handicaps, and even 
if Atomic Power rises to stardom, it looks as if there 
would still be ample room for coal upstage. 


Handling Costs Huge 


The chief barrier to progress in the coal industry 
has been the necessity of “moving the mountain to 
Mohamed.” It has been handling the bulkiest busi- 
ness on the globe and relying heavily upon man- 
power to produce its wares. True, the 450 mining 
concerns which produce 70% of our domestic bi- 
tuminous coal have spent an average of $1 million 
apiece for up to date mechanization. But though this 
has raised man-day output to over 5 tons, compared 
with scarcely more than a ton in the laggard British 
mines, the steady rise in wages has absorbed all of 
the financial advantage achieved. As out of half a 
dozen or so mining operations, mechanization thus 
far has been widely. applied to cutting and loading 
in the main, it has been discouraging to consider 
spending more money by the half billion for unpro- 
ductive improvement — at least from the owners 
viewpoint. 

Even if all operations were mechanized, however, 
it would not do away with the basic trouble with the 
coal industry, that is to say coal’s weight and bulk. 
With price of coal at the mine around $3 per ton, it 
costs this much or more in the way of freight 
charges to transport it to the utilities, industries, 
railroads and home owners who burn it. Fact is that 
what the numerous consumers really need and have 
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to buy are a number of b.t.u.’s (British thermal 
units) of energy and if they can get these identical 
essentials at a lower cost and more convenient form 
from petroleum or natural gas, why struggle with 
the clumsy, dirty and more expensive coal? In all 
three instances the heat generated by burning is 
derived from the same carbon particles but in dif- 
ferent form, and in the case of coal with the admix- 
ture of materials which produce useless gases and 
ash. Hence aside from competitive prices, it is as if 
“packaging” of the b.t.u.’s were a major determ- 
inant in the competition between coal, oil and gas. To 
put it another way, buyers of coal have always been 
forced into a position similar to a housewife’s pur- 
chasing a saucepan for delivery in a piano container. 
In the final analysis what really counts is that, as 
regards the precious b.t.u.’s, 4.7 barrels of petroleum 
or 25,000 cubic feet of natural gas provide the equiv- 
alent of a ton of bituminous coal. 

That the miners of coal have long been aware 
of their inherent handicaps as well as cognizant of 
means by which they conceivably could be overcome 
may be taken for granted. For years past it has 
been known that by proper treatment coal at the pit 
could be converted into gases of various description, 
and thence into gasoline, oils and waxes identical 
with the products derived from crude oil and natural 
gas. Indeed, as everyone knows, the Germans de- 
rived a major portion of their wartime fuels and 
lubricants by synthesizing the contents of sub- 
bituminous peat, carrying only a meagre supply of 
b.t.u.s. But in contrast with the Nazis, driven as 
they were by desperation to disregard all costs in the 
utilization of poor raw material, our domestic coal 
industry has had no such spur, for the oil producers 
thus far have always been able to fill the bill and 
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with flying colors. During war years, too, the coal 
miners had their full in filling a record demand for 
their regular products, as a matter of fact making 
good profits for the only time since World War I. 
Additionally considering that the coal industry in its 
over-all picture is comprised of more than 6000 units, 
big and small, relatively few of which had large cap- 
ital resources or were able to operate well in the 
black, it is understandable that extensive research 
was hardly on the cards. Backed by proven coal re- 
serves ample for several thousand years to come, the 
industry stayed in its accustomed rut, bent only on 
digging out its bulky wares and selling them at 
catch-as-can prices under highly competitive con- 
ditions. Technical talent meanwhile leaned towards 
engineering rather than on chemical research. In 17 
vears past it is said that the National Coal Associa- 
tion’s research division has spent hardly more than 
$1 million dollars, most of it going for mechanical 
developments at that. 


Vigorous New Research Under Way 


Scarcely more than a year ago, however, a vig- 
orous and farsighted new coal concern was formed 
by the consolidation of Pittsburgh Coal Co. and the 
Consolidation Coal Co., now called Pittsburgh Con- 
solidation Coal Co. As a result of the merger, the 
new comer had assets of $104 million, 52 mines 
(deep or strip), sales of $116 million annually and a 
rated capacity of 26 million tons. Experienced M. A. 
Hannah interests have a substantial interest in the 
picture, and Frank A. Howard, for many years chief 
of the Standard Oil Development Co., is the general 
technical adviser. Quite recently this strong coal con- 
cern has announced the start of a program jointly 
with Standard Oil Co. of New Jersey to thoroughly 
probe the potentials for converting coal on the spot 
into myriad components, thus spearheading a trend 
towards revolutionary changes in both production 
and marketing. Within the next few years, following 
experiments in a pilot plant, it is reported that this 
well backed combination is planning to spend about 
$125 million to get into commercial production on a 
large scale, converting coal into city gas, natural gas, 
gasoline and all the numerous derivatives and syn- 
thetic unifications known to the oil industry. As 
huge amounts of natural gas are now consumed by 
industry in the Pittsburgh area, though piped all 
the way from Texas, there is sound reason for think- 
ing that this popular fuel can be produced right in 
the center of the nation’s best coal fields on a satis- 
factory competitive cost basis. This in turn will open 
limitless opportunities for providing gas all through 
the crowded industrial areas along the Atlantic Sea- 
board where natural gas has not yet been made 
available. 


Of immense significance is the approach of the | 


oil industry to the competing coal miners. Rising 
costs for drilling for crude and the great depths now 
explored by the new wells, along with every prospect 
that world demand for petroleum products will drain 
away proven reserves within a matter of years, en- 
courage immediate ventures to produce gasoline 
from coal, if only to determine the most efficient 
methods, not to mention costs. Last year the oil 
industry made excellent profits from exploitation of 


Daily tests detect gas hazards to miners. Conversion of 
coal to gas at the mines should eliminate this danger 
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UTILIZATION OF COAL IN OUR NATIONAL ECONOMY 
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reserves established at far lower costs than now 
prevail, but looking ahead a bit the trend of petro- 
leum prices seems likely to be forced up steadily by 
mounting expenses in connection with new develop- 
ments and their eventual termination. Hence the 
time evidently has arrived to look constructively 
towards coal as a ready and unlimited substitute for 
crude oil. 

When modern science has had a full chance to im- 
prove upon the crude processes hastily devised by 
the Germans, as most certainly has well started, 
both the coal and the oil industries may witness 
startling changes in their respective businesses. Coal 
has been found below the surface in 29 of our 48 
States, and although of varying quantity and qual- 
ity, the total supply is simply astronomical. Com- 
pared with estimated reserves of 3.2 trillion tons our 
present output of around 550 million tons per annum 
seems only a drop in the bucket. Practically all an- 
thracite is located in the Western part of Pennsyl- 
vania, and the best grade of bituminous coal is in 
West Virginia, Ohio, Indiana, Pennsylvania and 
Illinois. But large stocks exist in Colorado, Montana, 
North Dakota and Wyoming, although the further 
West the more the quality deteriorates. Quantitively, 
Wyoming has by far the largest supply, estimated at 
over 450 billion tons, and although it is rated as 
sub-bituminous its heating value in b.t.u.s. is nearly 
two thirds that of the better grade bituminous. 


Revolution in Coal Mining Methods 


The above facts suggest that in due time giant 
plants may arise in strategic locations all over the 
country to process coal into all the various products 
obtainable from a petroleum base and conceivably at 
prices which may be lower rather than higher than 
those now common. At the start it is probable that 








For Year Ended Dec. 31, 1946 
Gross Net 
Revenues Income Net 
SOFT (BITUMINOUS) COAL: ($ Million) Per Share 
Island Creek Coal : $24.1 $2.4 $3.72 
Pennsylvania Coal & Coke................... 6.6 def .06 def .37 
Pittsburgh Consol. Coal.......... 145.4 5.7 2.69 
Pond Creek Pocahontas. 9.5 1.0 2.88 
Truax-Traer Coal 2 11.9 Ap 1.4Ap 2.73 Ap 
United Electric Coal Cos. 6.5 Jl 57 Jl 1.03 JI 
HARD (ANTHRACITE) COAL: 
Glen Alden Coal... 78.7 4.9 2.82 
Lehigh Valley Coal. ne = 24,3 1.3 37 
Phila. & Reading Coal & Iron............ 73.4 5.5 3.82 
Ap—For year ended April 30, 1946. 
JI—For year ended July 31, 1946. 
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coal derived from strip mines will be used because 
of its lower cost of extraction. On the other hand, 
it may be found entirely practical as a result of the 
current Alabama Power Co. experiments to burn 
the coal right in the ground and to process the con- 
trolled outflow of gas in plants above ground. The 
Russians are reported to be using this method suc- 
cessfully, although American engineers are sure that 
they can achieve much higher efficiency. Where at- 
tempts thus far made to complete mechanize coal 
mining all along the line from cutting, hauling, 
screening, cleaning and loading have been hampered 
by the inclusion of slate and other unwanted matter, 
this would prove no detriment if synthetic process- 
ing were employed. Hence the time may come when 
machines rather than miners will be exposed to the 
hazards of underground work, and high wage ratios 
can be drastically reduced. 

Aside from looking ahead to the time when crude 
oil supplies may become scanty, the oil industry’s 
already proven experience in the field of synthetic 
gasification and its vast facilities for continued re- 
search make it an invaluable ally for the coal miners. 
Right now, both synthetic, premium grade gasoline 
and Diesel fuel are being produced successfully from 
natural gas in experimental plants of the Standard 
Oil Co. of New Jersey in Louisiana. Under construc- 
tion in Texas is the first commercial plant to employ 
the process and in Kansas another one will soon be 
started. To produce a barrel of synthetic oil products 
about 12,000 cubic feet of natural gas are needed, 
but this is after the extraction of a lot of gasoline 
from the wet gas as it comes from the ground. From 
this point on it is catalytic cracking that performs 
the miracle of changing the natural gas into liquid 
fuel to run our automobiles, heat our homes and run 
giant locomotives. As ingenious methods have been 
discovered by which coal can be converted into a 
methane gas almost identical with natural gas, the 
same process of synthesis can be utilized at this 
stage to produce all the end petroleum items. Thus 
about 100 gallons of synthetic gasoline and Diesel 
fuel, not counting other products, can be made from 
a ton of coal. At present relative prices, this would 
mean 30 cents per gallon gasoline against 22 cents 
now asked for this fuel, but through research it is 
thought that costs can be steadily reduced. Further- 
more, there will be many by-products to swell the 
sales dollars. To help solve all these problems, Con- 
gress has appropriated $30 million for an intensive 
research program in which 500 trained employees 
will participate. 

Two German scientists, Frank Fischer and Hans 
Tropsch, some 20 years ago (Please turn to Page 122) 
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By H. F. TRAVIS 


Textiles represent a great industry and each part 
merits special consideration,—soft woolens, worsteds, 
cotton and rayon. 

Troubles in the soft woolens division are clearly 
told by one of our subscribers, president of a New 
England mill whose letter, received this month, 
states: “The fact is that the woolen (as against 
worsted) market began to break, as to demand, vio- 
lently last August. Fleece fabrics that had been in 
steady production for years stopped overnight and 
are still completely dead. This was followed very 
quickly by women’s wear fabrics, and then by men’s 
wear. Some mills have been closed since Thanks- 
giving, many more for weeks. At the moment it is 
reported that there is but one woolen mill operating 
full in northern New England. Some mills are closed 
for the first time in years. Some mill men say it is 
the worst in their experience. Raw material dealers 
selling to the woolen mills say the same thing. Mill 
selling agents say the same thing. This is a season- 
ally slow period, but there is a deep fundamental 
underlying reason.” 

Worsted is a hard finished wool cloth used largely 
for men’s suits and overcoats. Of course, a tremen- 
dous market was enjoyed during the war; and the 
peacetime demand also is large as men are buying 
civilian clothes, particularly as buying power is 
great. Production and sales of woolens, the soft 
material used for women’s clothes, also soared during 
the war and again to new heights in 1946. Woolens 
last year accounted for about 60% of the total wool 
apparel cloth production; normally the figure is 
around 40%. The high production level and the sub- 
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With the exception of soft-woolen mills, 
the textile looms of America are hum. 
ming—over-production and price prob. 
lems lie ahead. 

sequent great recession demon. 
strated that the ladies’ clothes 
closets are well filled. Revival of 


a glut on the market. 
American Woolen Co., the 

world’s largest manufacturer 

of woolens and worsteds re. 


for worsted goods continues 
very strong and the feeling is 
that worsted mills of the com. 
pany will run at capacity at 
least through September and 
probably for the balance of 
1947. However, the decided re. 
duction in demand for soft 
woolen goods necessitated cur- 
tailment in operating schedules 
of this division. 

While the cotton goods pro- 
ducers have tended to lift their 
sights on market needs, the 
prices, unfortunately, also have 
been lifted which augurs against 
demand being sustained at the 
high 1946 level, and the ulti- 
mate consumer is putting pres- 
sure on prices. The cotton divi- 
sion of the textile industry has 
had long experience and vividly 
recalls the chaotic years following World War I. It 
should take vigorous action to make the current read- 
justment period easier. New machinery is reported 
to be arriving at mills in good volume to replace 
equipment that took such a battering during the 
period of high wartime production. Spindles in place, 
indicating capacity of the cotton industry, at the 
close of 1946 were 23,927,000 against 23,806,000 in 
1945 and below prewar 1940’s 24,532,000. The slight 
increase last year contrasts to a decline in each of 
the preceding twenty years. The adverse effects of 
large capacity may be felt if demand is not sustained. 
American manufacturers are applying many new 
chemical discoveries to processing cotton textiles 
resulting in new finishes which should greatly ex- 
tend their use. Examples are new, absorbent finishes; 
fireproof and fire-retardent finishes, especially suit- 
able for drapes and upholstery in public gathering 
places, and the mildew-proof and waterproof finishes 
developed during the war. 


Price Factor Is Important 


Consumer resistance to purchases of goods at 


present prices has been noted in retail circles. In fact, 

Easter shopping had not come up to expectations. | 
Store executives have talked of lowering prices, but | 
had done little about it, until the unimpressive Easter 
buying made further action necessary. They have} 


made some mark-downs; but the store executives 
complain that up to the second week of April reduc- 
tions have been made largely by the stores. They 
feel that it is up to the manufacturers to cooperate 


in lowering prices before reductions can be made on | 
a larger number of items, all toward meeting declin- : 
ing consumer demands indicated by physical volume |) 


of sales below the corresponding period of 1946. 


cently stated that the demand f 


production now might result inf 
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Other retail quarters say that price reduc- 
tions are being made by manufacturers, and 
believe that this trend will continue and 
probably feature pricing in the coming whole- 
sale selling season for autumn goods. Thus 
factories do not want to face reduction in 
volume or the possibility of shutdowns. Ac- 
cordingly price reductions should be forth- 
coming. 

Higher wage rates paid by manufacturers 
have attracted a larger labor force and third 
shift operations have increased. However, the 
heavy demands of the first quarter resulted 
in operating economies on larger volumes and 
improved labor efficiency through both longer 
post-war experience and use of the recently 
installed new machinery. 

United Merchants & Manufacturers: Diver- 
sification normally is a highly desirable fea- 
ture; but United Merchants and Manufac- 
turers with the fiscal year ending June 30th 
should enjoy in the current period the highest 
earnings in history, which is not the time to favor 
commitments particularly new ones in a_ stock 
representing a diversified position in the textile in- 
dustry. Earnings for the six months ended December 
31, 1946 were equal to $2.93 per share of common 
stock, or two and one half times $1.16 earned in the 
last six months of 1945. The latest balance sheet, 
June 30, 1946 denotes a degree of speculation in the 
relatively large inventories. Sales divided by inven- 
tories were 5.5 in the year to mid-1946. However, 
with the tremendous post-war demand and firm 
prices, the following six months’ profits as indicated 
were large. In the absence of a later balance sheet no 
definite comment can be made, except that the stock 
is highly speculative, despite the excellent earnings 
reported. These earnings compare with the pre-war 
level of 51 cents a share in the fiscal year June 30, 
1940, and 66 cents in the 1941 fiscal year. Thus, with 
price problems involved in consumer resistance, the 
earnings rate in the quarter ending June 30, 1947 
may be well below the last reported results. 

Cluett, Peabody & Co., Inc.: This important manu- 
facturers of men’s shirts under the “Arrow” trade- 
mark and other items such as collars, ties, underwear 
and handkerchiefs, reported sales and earn- 
ings for 1946 which were the largest by a 
wide margin of any year in history. While 
the income from ‘“Sanforized” royalties in- 
creased, the gain over 1945 was not as large 
as that from all other operations where sales 
increased to $44,440,000 in 1946 from $31,- 
258,000. Royalties income was about 62 per 
cent of total income before taxes against 78 
per cent in 1945. The fact that basic patents 
on “Sanforizing,”’ including patent on the 
name, expire in 1949 is something to be 
reckoned with but improvements in the 
methods may carry royalties beyond that 
date. A development announced March 27, 
1947 that the company has begun licensing 
its new method of stabilizing viscose rayon, 
known as “Sanforset,” a chemical process - 
which differs entirely from the mechanical 
cotton textile sanforizing, should offset in 
part the likely decrease in royalties from 
“Sanforizing.” The potential annual market 
for “Sanforset” was stated to be 550 million 
yards of viscose rayon fabric or combination 
viscose and acetate rayons in which the latter 


APRIL 26, 1947 





Photo by Burlington Mills 


Seaming women’s full fashioned hose—one segment of 
the textile industry which enjoys a sustained demand 


fiber did not make up more than 25 per cent of the 
total content. The new method is said to impart a 
shrinkage factor of less than 2 per cent in contrast 
to the ordinary high potential factor of shrinkage 
because of the stretch imparted to the warp yarns 
in weaving and finishing viscose fabrics. 


Rayon Companies 


The rayon industry appears better prepared than 
cotton to meet 1947 conditions which, to put it 
simply, are changing from a sellers to a buyers 
market. As was pointed out under the cotton discus- 
sion, the change was first noted in retail trade where, 
of course, merchants have direct contact with the 
ultimate consumer, or members of families that will 
wear the clothing or use the materials purchased. 

The price advantages of synthetic yarns are well 
illustrated by the following comparison of the In- 
dustrial Rayon Corp. in a statement to the effect that 


A strong demand continues for household items 
such as draperies, bedspreads and table skirts 
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between 1941 and 1946, “raw silk and cotton in- 
creased in price by some 10 per cent; cotton goods by 
about 90 per cent; and the cost of clothing by almost 
60 per cent. The slightly more than 20 per cent price 
change in rayon seems modest by comparison, par- 
ticularly when taking into account the substantial 
increase in our wage rates and prices of purchased 
materials.” Synthetic fabrics have not been stated to 
enjoy as clear-cut price advantages as have rayon 
yarns, but the first three companies we have con- 
sidered next are rayon yarn producers. Not only do 
they enjoy price advantages over cotton and of course 





silk, but also accurately controlled quality and versa- 
tility of use. ; 

A brief discussion of cyclical fluctuations is in 
order, for it shows another advantage of rayon over 
cotton. In the latter field, mill operations record rapid 
and violent changes. The large productive capacity 
of cotton mills has been at times in recent years 
hard pressed to cope with a flood of orders which, 
however, proved to be temporary for at other times 
orders have been insufficient to sustain operations 
even on a single shift basis. Converters and distribu- 
tors have contributed to (Please turn to Page 123) 








Net Per Common Share 
i 1942-45 1945 1946 1946 
Average Fiscal Year 


Statistical Appraisal of Textile Shares 


Current Price- Divi- _—Invest- 
12 Months Recent Earnings dend ment 
Dividend Dividend Price Ratio Yieldt 





cone $2.72 


American Viscose 


$2.32 $5.20 $2.00 $2.00 $51 9.8 3.9% BI 


Largest rayon producer, with impor- 
tant tire yarn division, continues to 
expand. No change in dividend likely. 





American Woolen ; pees 8.17 21.05 


12.00(X) 13.50(X) 32 1.5 


Needs large volume to prosper which 
seems assured this year. Total divi- 
dends may be half of net. 


42.2(X) Cl 





Anderson Clayton & Co... 4.68 3.99 9.33 2.35 


2.45 52 5.6 4.7 Cr 


Intergrated and substantial concern 
processing, merchandising and servic- 
ing cofton trade. Stock seems specula- 
tive. Dividends will be conservative. 





Belding Heminway .........._ 1.40 1.42 2.46 .80 





Utilizing expanded capacity; growth 
prospects interesting. 20c quarterly 
dividend probably will continue. 


80 15 6.1 5.3 C+I 





Blumenthal (S.) & Co.(a) 1.50 86 4.08 93% 


Currently prospering through filling 
large, deferred upholstery demand. 
Competition later may 
Stock dividend expected. 


934%, 23 5.6 4.0 Cri 


severe. 





Botany Worstel Mills, “A"... 2.39 2.86 9.59Se9 1.00 


1.00 16 


Outstanding manufacturer woolen and 

knitted fabrics now prosperous. Merit | 
in conservative capitalization. Expect 

80 dividend change. 


1.7(b) 6.2 C+ 





Burlington Mills ... ces MAE 1.32 3.47 1.17! 


1.25 17 4.9 13 B—I 


Large output rayon fabrics not subject 
to wide swings of cotton promises de- 
gree stability assuring dividends. 





Cannon Mills 0... B36 3.24 18.38 2.00 


4.25 58 3.1 7.3 BI 


Stable long-term earnings exceeding 
1945 may follow unusual 1946 results. 
Dividend $1 quarterly likely. 





Celanese Corp. of Amer. 1.19 1.13 2.36 90 


Substantial volume and good earn-| 
ings expected. May add extra to $1) 
dividend rate. 


95 19 8.1 5.0 BI 





Duplan Corp. . cic. EBB 2.30 3.03 .60(y) 


Produces fabrics from all types rayon | 
and process yarn for other manufac- 
turers. Single class of shares have | 
merit view steady record earnings and | 
dividends. | 


.60(z)) 27 8.9 2.2 Cri 





Goodall-Sanford 1.98 3.44 2.00 


2.00 27 7.8 7.4 BI 


Outlook for pile fabrics and other | 
coverings promising; but inventory 
—— may result varying divi- 
end. 





Industrial Rayon =, “AS 1.31 5.66 1.62!/2 


1.872 40 7.1 4.7 BI 


Limited capacity plants restricts out- 
look. However, ample dividend return 
probable. 





Pacific Mills pene) | 2.52 11.99 


2.37/2'w) 2.75(w) 29 2.4 9.5 Bl 


Improved operating efficiency ex- 
pected to sustain earnings above pre- 
war. Until proven, high dividend re- 
turn not as yet assured. 





Pepperell Mfg. a 382 3.73 4.74 2.50 


3.00 43 21 7.0 BI 


Efficient organization with well-ac- 
cepted trademark. Operations diver- 
sified. Dividend assured. 





Stroock (S.) & Co. eee |, 1.24 4.64Del2 1.50 


3.00 25 5.4 12.0 BI 


Manufacturer of special woven fabrics 
of fine quality has variable earnings 
record apparently due to need for 
carrying sizeable inventory subject to 
some market risks. 





Textron, Inc. ; _..  &@ deft 22 5.88 50 


75 13 29 5.8 B—i Newer substantial unit, now  inte- 
grated. Common dividend outlook 
would improve upon sale preferred, 


recently registered. 





United Merchants & Mfrs... 1.22 1.33 2.30 93 V3 


1.284, 13 5.6 29 BI 


Expansion in U. S., and the foreign 
business provide further good pros- 
pects. Dividend is $1 and extras. 





Wyandotte Worsted ............. 1.10 1.10 2.63 1.40 


1.35 Ul 4.2 12.2 BI 


Principal business woolen fabrics for 
women's clothing; also blankets, etc. 
Earnings and dividends may not con- 
tinue at recent high level. 











a)—All figures adjusted for 3-for-2 split April 15, 1947. t—Based on current 12 months dividend. (b)—Based on September 9 months earnings. 
X)—Includes probably non-recurrent $12 dividend paid December, 1946. (w)—Plus 5%, stock. Se?—For 9 months ended September 30. (y)—Plus 
6% stock. (z)—Plus 8% stock. De!2—For 12 months ended December 31. 
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By ROGER CARLESON 

: 
h 
‘ AR conditions advanced the plywood industry 
. on two fronts. During that period, consumers 
: of lumber couldn’t get supplies and therefore turned 
. | to plywood. But through use of the product, then 
h| new in many respects, particularly in its improved 
y form, consumers found that plywood has advantages 
z over ordinary lumber and therefore have not turned 
' back to the prewar competitor. Demand has not only 
" been sustained, but production entering building and 
d industrial products cannot meet the demand. The 
it | other principal front upon which wartime conditions 
: effected a change was from a prewar condition under 
| which plywood manufacturers generally were able to 
“ buy peelable logs in the open market as the prices 
: they were willing to pay were higher than the price 
‘ for conversion into lumber. However, prices of logs 
i advanced and lumber tracts were acquired by strong 
: financial interests ; this combination of circumstances 
ra made it necessary for plywood manufacturers to 
n| acquire timber to assure continued operations. 
* Before the war, U.S. Plywood’s timber rights were 
1 little more than 10 per cent of net property account; 
-| but at the close of the fiscal year April 30, 1946, 
4 timber rights, standing timber, etc. had increased to 
| 57 per cent and investments in subsidiary companies 
- | 
*“ 
“| 
S$ 
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Plywood makes a light-weight, comfortable trailer, ideal for sports- 
men, utilizing modern aircraft principles of design and engineering 


not consolidated brought timber holdings probably to 
over 100 per cent of other property at cost less depre- 
ciation. The comparative relationship of Atlas Ply- 
wood was an increase from 50 per cent in 1940 to 80 
per cent June 30, 1946 and 105 per cent December 31, 
1946 in timberlands, etc., less depreciation per cent 
of the net value of plant account. 


Making Plywood 


The process of making plywood, after delivery of 
the required large diameter logs to the plant, is first, 
the barking process which strips the bark. Then, good 
peeler logs are cut into seven-foot lengths, and are 
revolved against a long, fixed knife whereby a con- 
tinuous strip is shaved off thin. The Douglas fir ply- 
wood standard building grade is 3% inch in thickness, 
and is made of three layers. The sheets are about six 
or seven feet square, and have been cut from the log, 
lengthwise as free as possible from blemishes—par- 
ticularly the outside layers. Veneers with knots or 
cracks are used for inside fillers. The sheets are 
bonded together at cross grain, usually three-ply and 
sometimes two-ply. The wood, of course, has been 
seasoned and is bonded by adhesives. Under present- 
day methods, no warping is experienced. 
For certain purposes, wood is bonded to 
metal; but the cross grains of wood provide 
great strength, and the perfection of adhe- 
sives, great lasting qualities. Plastic-sur- 
faced plywood was a war development, and 
is made by laying sheets of plastic-impreg- 
nated paper on plywood panels and uniting 
under heat and pressure. 
















Uses of Plywood 


While Atlas Plywood and U. S. Plywood 
common stocks are selling at about the same 
price, both are in the plywood industry, own 
timber reserves and have research labora- 
tories, these are about the only close simi- 
larities; there is a wide difference in the 
principal products. Atlas is engaged pri- 
marily in making packing cases and accounts 
for probably 70 per cent of U. S. production. 












Light weight, strength, resistance to insects and large 
size of plywood panels are ideal for farm buildings 
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Latest Balance Sheet Atlas Plywood 





















June 30 Dec. 31, 

1940 1945 1946 
ASSETS (000 omitted) 
Cash ee .$ 433 $ 1,896 $ 1,888 
Marketable securities ce ccccccce cee 1,750 50 
Receivables, net ..__.__.__...._. 308 774 1,592 
emenes We? 1,043 1,379 2,944 
Other Current Assets _......... ae 528 806 
TOTAL CURRENT ASSET . 1,859 6,327 7,280 
Net property ccc . 2,517 4,147 6,830 
Other anes .: ee 586 258 
TOTAL AGSEDS ......... ST $11,060 $14,368 
LIABILITIES 
Notes payable 2 enn 200 $ 250 $ 375 
Accts. payable and accruals... = 195 555 925 
eins MOP RIDE 81 3,012 2,024 
TOTAL CURRENT LIABILITIES... 476 3,817 3,324 
Deferred liabilities 10 Hale Bae 
STOESSSSS > S SRREe eee eens eae ee 2,125 
Reserves “ aot ee eat eee 
Capital Poests eee | 4,481 4,481 
Surplus a ibe Tees ees 854 2,762 4,438 
TOTAL LIABILITIES 0 $4,497 $11,060 $14,368 
WORKING CAPITAL $1,383 $ 2,510 $ 3,956 
Current Ratio he ds ee 1.6 2.2 














ee 





U. S. Plywood Corp. manufactures softwood plywood 
from Douglas fir and hardwood plywoods from native 
woods such as birch, walnut, maple, oak and gum and 
certain foreign woods. 

Douglas fir plywood and other softwood plywoods 
are used in building, including sheathing, sub-floors 
and partitions; for lining of box, refrigerator and 
baggage cars, for automobile floor boards, seat backs 
and trailer bodies; for tobacco hogsheads, interiors 
of ships, cabinets and food lockers; and for farm 
buildings and numerous other applications. 

Hardwood plywoods, as produced by U. S. Plywood 
Corp., are also used extensively in building in interior 
finishes, paneling and partitions; and for trailers. 
This type of wood is employed in store fixtures, furni- 





ture, radios and kitchen cabinets, pianos, bulkheads 
for boats, switchboards, elevator cabs, equipment for 
games, and in airplane construction. 

West Coast operations were hampered from Octo- 
ber through December, 1945 by a strike of loggers. 
Lower production in the last four months of 1945 
was, however, made up during 1946 when the increase 
in production of 18 per cent was equal to the produc- 


tion lost by the strike in 1945. Lawrence Ottinger, f 


president of U. S. Plywood Corp. stated at the close 
of March, 1947 that output of softwood plywood is at 
the rate of 1.7 billion feet, or a further 18 per cent 
increase was indicated for 1947. Moreover, it will be 
shown under separate discussion of U. S. Plywood 
that their sales (and earnings) have shown a great 
increase since the fiscal year ended April 30, 1946. 


Consumer Price Rise Due to ‘‘Gray Market” 


Plywood mills sell plywood to distributors who | 


apply the normal mark-up for resale. The “gray 
market” problem enters when buyers from these dis- 
tributors claim that they represent factories, obtain 
plywood at legitimate wholesale prices; but sell to 
actual buyers after adding 50 to 100 per cent further 
mark-ups. In his recent statement, Mr. Ottinger said 
that manufacturers would be disposed to follow Mr. 
Truman’s recent recommendation that prices be re- 
duced, but that such action in the case of plywood 
would not benefit the consumer. In order to remedy 
the condition, he urged consumers to restrict their 
purchases to legitimate dealers, jobbers and manu- 
facturers. 


Atlas Plywood 


The substantial timber reserves of Atlas cover 


large areas in New England, North Carolina and } 


northern Michigan. As the company sells packing 
cases to such widely diversified industries as mer- 
chandise and textiles, household utilities, farm equip- 
ment, automobile and parts, chemicals and electrical 
equipment plants, it may be seen that operations 
and earnings fluctuate with general business 
activity. 

The company has not re- 
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the amount was less than one- 
half sales of U. S. Plywood. It 
was stated in the last annual 
report, dated August 31, 1946, 
that capacity operations were 


fied necessitating further ex- 
pansion of facilities. Thus, 
earnings in the six months 
ended December 31, 1946 were 
equal to $2.60 per share against 
$0.94 per share in the same 


share in the full year ended 
June 30, 1946. Both timberlands 
and manufacturing properties 


1945 1946 1947 


2 at the close of last year, and 
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period of 1945, and $2.80 per 


had been increased in the De- | 
cember 31, 1946 balance sheet. |) 
Notes payable to banks, due 
after one year were $2,125,000 | 


working capital during the cal- 
endar year increased by $1,968,-. | 


000 
liabil 
divid 
i, 19 


‘Th 
wood 
of pa 
has 1 
sive | 
resul 
burn 
porte 
door: 
ally : 
on t 
Weld 
naili 
plyw 

Ti 
held 
in O 
(ovel 
stant 
ada 1 
iary) 
timb: 
The | 
duct 
taine 
expe 
pany 
State 
units 

In 
Apri 
lows 
Janu 
earni 
incre 
1941 
ende 
mont 
a fu 
sales 
by t 
base 
only 
ende 
to $C 
the s 
to $ 
ende 
ing's 
shar 
mont 
equa 
shar 
distr 
iarie 

Tk 
quar 
payn 
divid 
stocl 
may 
stant 
earn: 
been 


APRI 





ads 
for 
cto- 
eYs, 
945 


Juc- 


ger, F 


lose 
S at 
-ent 
] be 
100d 


reat F 


946, 


who 
ray 
dis- 
cain 


her 
said 
Mr. 

re- 
ood 
edy 
reir 
nu- 


ver 


and § 


ing 
ler- 
lip- 
ical 
ons 
eSs 


1en 
ne- 
It 
ual 
46, 


ere | 
de- 


bis- 


ex- — 


us, 
ths 
are 
nst 


me > 
yer FF 


led 
ids 
ies 
Je- 
et. 
lue 
100 


nd | 


al- 


ET 





8,- | 


000 to $3,955,000, despite inclusion among current 
liabilities of $375,000 notes payable. Most recent 
dividends of 50 cents a share February 1 and May 
1, 1947 indicate $2.00 per annum.. 


U. S. Plywood Corporation 


‘The references made above to the uses of ply- 
wood all involve U. S. Plywood, with the exception 
of packing cases. Active development of new products 
has resulted in many that demonstrate the aggres- 
sive research and management policies. Examples of 
results are: plywoods that remain unmarred from 
burning cigarettes and from alcohol which are im- 
portant for hotel furniture, occasional tables, etc.; 
doors which are fireproof, waterproof and dimension- 
ally stable; the conventional fir plywood doors made 
on the West Coast are in substantial production; 
Weldtex, patented striated plywood permits invisible 
nailing and concealed joints. The main products are 
plywood building materials. 

Timber reserves in the state of Washington are 
held through Kosmos Timber Co. (55% owned) and 
in Oregon through Sinuslaw Forest Products, Inc. 
(over 50% owned). The company has acquired sub- 
stantial timber reserves in South Carolina and in Can- 
ada through Hay & Co., Ltd. (wholly-owned subsid- 
iary) which operates a band mill in the heart of the 
timber holdings and has just completed a veneer mill. 
The latter is operating in part and will be in full pro- 
duction when the balance of equipment can be ob- 
tained, probably in the early summer, and this mill is 
expected to add about $5,000,000 to sales of the com- 
pany. Eight other plants are operated in the United 
States, and distribution is obtained through sales 
units and warehouses. 

In the first three quarters of the fiscal year to close 
April 30, 1947, sales have been approximately as fol- 
lows: July, $8,866,000; October, $10,388,000; and 
January, $11,271,000. The background of sales and 
earnings fully reveals the marked expansion. Sales 
increased from $6,587,000 in 1940 to $9,219,000 in 
1941; but gained to $29,375,000 in the peak war year 
ended April 30, 1945. Thus, sales in the latest nine 
months of $30,525,000 exceeded 
a full year of the peak war 
sales. Earnings were restricted 
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Latest Balance Sheet U. S. Plywood 
April 30 
1940 1945 1946 
ASSETS (000 omitted) 
Cash .... vod 315 $ 2,206 $ 2,356 
U. S. Gov't securities on 1,582 2,767 
Receivables, net : : 867 2,011 2,044 
Inventories, net ... ene 1,646 3,023 3,591 
Other Current Assets ...... —s 4 102 — a 
TOTAL CURRENT ASSETS 2,832 8,924 10,758 
Plant and equipment . 1,024 5,791 7,483 
Less depreciation ... e . 370 1,704 2,135 
Net property ... “ 654 4,087 5,348 
Other assets . ? _ 243 3,380 4,536 
TOTAL ASSETS $3,729 $16,391 $20,642 
LIABILITIES 
Notes payable . $ 250 $ 185 $ 286 
Accts. payable and accruals... 320 1,739 2,049 
Reserve for taxes ENCES , & 3,441 3,538 
Other current liabilities . " 8! { ae 
TOTAL CURRENT LIABILITIES . 776 5,365 5,873 
Deferred liabilities . sks ere ; oho 
Long term debt ..... eae” . 852 1,215 
Capital .... : d 939 2,739 9,361 
Surplus . ; .. 1,989 7,435 4,193 
TOTAL LIABILITIES 0. $3,729 $16,391 $20,642 
WORKING CAPITAL : vvven 2,056 $ 3,559 $ 4,885 
SL, a ee 3.6 1.6 1.8 

















its products; nevertheless, new uses continue to be 
found. The latest example, announced early this 
month by a manufacturer, is the use of U. S. Ply- 
wood’s product Tekwood,—a veneer Kraft luminate, 
in combination with aluminum to produce truck 
bodies. Diversification in the use of plywood enhances 
the long-term growth possibilities, and will sustain 
the overall demand during periods of decreased ac- 
tivity in the cyclical building industry. The common 
stock can be characterized as a growth situation with 
all of the future possibilities implied in this term. 
When you consider the vast need for home building 
in the United States, alone, the outlook for the com- 
pany must be regarded as highly promising for some 
years to come. 
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dividends should reward patient 
stockholders. U. S. Plywood, it 
may be noted, has attained sub- pa 
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Opportunities... 


for Income and Price Appreciation 


IN BONDS 
And PREFERRED STOCKS 


By JACKSON D. NORWOOD 


HE MAGAZINE OF WALL STREET’S INDEX 
of BOND Prices showed the following changes 


for the period indicated : 


Mar. 29 April 12 


On 


On 


40 Domestic Corporates 117.0 1166 — 4 
10 High Grade Rails lane | See ws 
10 Second Grade Rails 250.8 247.2 —3.6 
10 High Grade Utilities 98.6 98.4 — 2 
10 High Grade Industrials 101.2 1008 — .4 
10 Foreign Governments 131.22 1264 —48 


For the first time in many months no division 
in the Bond Price Index showed even a decimal gain 
during a two weeks period. While High Grades of all 
classes were steady or showed signs of minor weak- 
ness, the speculative Second Grade Rails and Foreign 
Governments slid off in price more substantially. But 
on the whole, no more significance can be attributed 


to the general trend towards a downward level dur- 
ing the period under review than in most of the two 
weeks intervals since the beginning of the year. 
The political and economic uncertainties at home 
and abroad have had practically no effect upon the 
market for prime issues, except perhaps to dampen 
whatever minimum speculative appeal a few bond 
traders sometimes discover in this or that issue. 
Offerings continue to be very limited as long as in- 
stitutional investors have large surplus funds seek- 
ing employment. This makes for a very dull market 
as far as top grade bonds are concerned, with price 
swings limited to a small percentage one way or the 
other, that is for listed issues. The aviditv in which 
public offerings, on the other hand, of sizeable first 
class bond issues are absorbed attests to the under- 
lying strength of the situation. In other words, in- 
surance concerns, banks and trustees are hungry 
for good sized chunks of prime investments and loath 
to part with anything of this description from their 
portfolios. To supplement large scale 
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buying of new offerings, many of these 
important investors place standing of- 
fers with their brokers to pick up what 





“ie ever odd lot offerings of attractive is- 


sues may come upon the market, and 
at prices within an exceedingly narrow 





range. Under the circumstances there 
is small chance that anything resem- 
bling a genuine price trend in either 
260 





the foreseeable future, for the better 
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trends in the prices of equities. Over a 
period of about three months, these 
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prices, for a net loss of about 8 points, 
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direction can very well develop during | 


grade bonds of any kind. If such a | 
trend should appear it would be detect- | 
able only over course of several months | 
rather than over any two weeks period. | 

The general weakness expressed by | 
the stock market of late accounts for | 
the 3.6 point dip in prices for Second | 
review. | 
These speculative issues almost invar- |) 
iably play “follow the leader’ with | 


secondary bonds have shuttled up and | 
down, more or less in line with stock | 
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but it must be remembered that the 10 issues on 
which our Index is based comprise only a small por- 
tion of the issues which come into their special 
category. Some classes of secondaries, too, have re- 
flected changes in the railroad picture more deci- 
sively than others, their variations in price following 
rather closely the operational flux of their respective 
systems. For example, the progressive deterioration 
of railroad earnings during the past year has forced 
the prices of income bonds of the reorganized rails 
down generally to a level about 60% compared with 
the spring of 1946. In view of the now improved out- 
look for the roads, due to the recent boost in freight 
rates and the prospect for heavy traffic in the cur- 
rent year, some students feel that income bonds 
may have approached near to a buying range, given 
wise selectivity. But until our Mr. A. T. Miller gives 
the signal in the Magazine of Wall Street, we still 
advocate extreme caution in making acquisitions. 
In the field of Foreign Bonds, the market for 
many issues is so relatively thin that prices are apt 
to develop wide fluctuations within a short interval. 
Helsingfors 614s due 


Securities and Exchange Commission a registration 
statement covering 1 million shares of no par value 
preferred stock. According to reports, about a quar- 
ter of this new issue will be taken for investment by 
trustees of a pension fund established several years 
ago by the company itself, while the balance will be 
underwritten by a strong syndicate of bankers. Aside 
from the fact that the issue will rank equally with 
the presently outstanding 414% preferred, although 
the rate and redemption price may differ, further 
details remain to be divulged. As the present senior 
issue is selling around 127 to yield about 2.75% or 
about as much as obtainable from many high rated 
industrial bonds, it can be surmised that the new 
offering will enjoy equally high esteem, with buyers 
confined to the ultra conservative class. Interestingly 
enough, the raising of approximately $100 million 
through senior financing in this case really strength- 
ens the position of the company’s common share- 
holders in two ways. In the first place, du Pont’s 
proven ability to earn an above average percentage 
upon its invested capital promises well for the 

earnings, considering 
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description. On April 29, 


.the State of Illinois will be seeking bids on $300 


million Soldiers Bonus bonds, with no question about 
the strong competition of banking groups to secure 
these top grade tax exempts. With average yields 
for State and City issues of highest rating now 
around 1.80%, the outcome of this prospective sale 
will be watched with keen interest. As an additional 
$44 million of municipals are already in sight from 
other directions it looks as if offerings of tax frees 
may reach record proportions for any 30 days period 
since before the war began. As for public utility 
issues, the registration by Consolidated Edison Co. 
of New York of a second $100 million first and re- 
funding bonds marks a further step by this sound 
concern to refinance and cut down its funded debt. 
From the proceeds, $60 million of 314% debentures 
will be retired, the balance going to pay off a portion 
of the company’s bank debt. Competitive bids for the 
new issue will be invited, with the interest rate left 
for the various banking groups to set. 


E. 1. du PONT de NEMOURS & CO. has filed with the 
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times the required 
amount, the safety factor for the senior issue can be 
readily envisaged. 


GOODALL-SANFORD, INC. 4% preferred stock. On 
April 30, shareholders in this concern will be asked 
to approve an issue of $4.5 million of this senior 
stock. The news is significant for more than one 
reason, although neither the owners of this growing 
business nor the public at large will have an op- 
portunity to add the shares to their portfolios. Fact 
is that the entire issue has been placed privately 
with a group of insurance companies, thus attesting 
to the avidity with which institutions of this kind 
are tending to purchase industrial stocks of better 
grade, where once they stuck rigidly to bonds. As 
time goes on it is to be hoped that the trend towards 
stocks from institutional buyers will become more 
and more pronounced, as the avoidance of promises 
to pay at definite maturity dates greatly strengthens 
a corporate position, especially during cyclical 
tough times. For this latter reason, Goodall-San- 
ford share- (Please turn to page 116) 
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PROFIT 


AND 


INCOME 


Confidence 


Taking the three Dow-Jones 
averages, the utilities provide a 
pretty good reflection of conserva- 
tive investment sentiment, with 
the rails at the opposite, or specu- 
lative, extreme, and the industrial 
average “in the middle of the 
road.” On the rally during the sec- 
ond half of March, both utilities 
and rails got nowhere; and they 
then turned down, breaking pre- 
vious support levels, well ahead 
of the general list. It was the 
handwriting on the wall. Invest- 
ment confidence low. Speculative 
confidence low. In that condition 
there could be no prop for indus- 
trials. Down they went. Unlike 
the moves of previous weeks, this 
one did not look “professional.” 
The selling was general. Where 
the decline will halt is not fore- 
seeable. Beyond argument is the 
proposition that the October-Feb- 
ruary recovery phase — which 
some prophets thought would 


grow into a bull market—is over. 
The next intermediate rally, from 
wherever it starts, will be a new 
one technically and psychologic- 
ally. This assumes an eventual ex- 
tension of the bear-market lows. 
The odds point that way, in this 
column’s view. 


Poor Omen 


New York City bank stocks 
have for years been one of the 
best market barometers on major 
down moves, although less useful 
for upside indications. They have 
turned down ahead of the general 
list in every bear market of the 
last 25 years. In this instance, 
they topped late in 1945. They 
had no appreciable rally this win- 
ter. And they resumed their major 
decline several weeks in advance 
of the general market break, while 
most other technical indications 
were no worse than borderline. 
The reasons why bank stocks tend 
to lead in market declines are de- 











Ferro Enamel 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Campbell, Wyant & Cannon Fdry.... 
Container Corp. of America_..._____... = 





Lehigh Portland C t 





Master Electric 





Monarch Machine Tool 


Mathieson Alkali Works... 





Rheem Mfg. 


National Department Stores... 





Texas Pacific Coal & Oil 











Latest Year 

Period Ago 
Year Dec. 31 $2.96 $1.50 
Mar. 31 quarter 3.21 1.32 
Mar. 31 quarter 1.09 .28 
12 mos. Mar. 31 3.35 1.34 
Year Dec. 31 3.43 1.75 
Mar. 31 quarter 79 42 
Mar. 31 quarter 92 59 
Year Jan. 31 5.45 2.90 
Mar. 31 quarter 1.28 .07 
Mar. 31 quarter 78 39 
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batable. It could be said that 
bankers are in a good position to 
detect deterioration quickly in the 
situation and prospects of their 
business-firm customers; and that 
investors in bank stocks probably 
are both more conservative and 
better informed, on an average, 
than the general investing pub- 
lic. Yet on that reasoning bank 
stocks ought to lead the market 
up from major lows, but they do 
not. They generally bottom about 
with the market. There is only 
one practical inference to be 
drawn from the present situation, 
if history proves to be a reliable 
guide. It is that, as long as bank 
stocks point as persistently down- 
ward as they do now, it is prema- 
ture to figure that a final bottom 
has been seen in the general mar- 
ket. 


American Telephone 


It is impossible to believe that 
the telephone strike can be long 
drawn out; but the restoration 
of service will not settle the issues 
in dispute. The settlement of 
them, whether by resumed nego- 
tiation or, more likely, by arbitra- 


tion, will take many weeks; and a | 


much longer time than that will 
pass before there is any certainty 
on the question of the company’s 
ability to continue paying its fa- 
mous $9 dividend. This is because 
the pertinent considerations bear- 
ing upon the dividend are (1) the 
net cost of the wage boosts and 
other concessions to employees; 
(2) the prospective trend of gross 
revenue; and (3) action by the 
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state regulatory commissions — 
and of the Federal Communica- 
tions Commission in the case of 
long-distance business — on the 
rate increases which the company 
certainly will seek to the extent 
it believes necessary. A gain of 
some 10% in gross over the next 
year, about in line with average 
long-term growth, would mean 
about $200 million more in intake. 
That, plus maintenance costs 
lower than the heavy 1946 outgo, 
should permit the Bell System to 
absorb up to maybe 12%-15% 
more in payroll costs without un- 
due difficulty. This column would 
bet against settlement terms ex- 
cessive enough to require major 
rate increases. It would also bet 
against any cut in the $9 dividend 
this year or next year. 


| Balance Sheets 


The December 31 balance sheets 
of the great majority of corpora- 
tions have now been issued. On 
an average, they show a substan- 
tial decline in holdings of cash and 
Government bonds; but sizable in- 
creases in inventories, receivables 


and net property account, the lat- 


ter reflecting heavy outlays for 
new plant and equipment. On the 
asset side, therefore, liquidity has 
been reduced and values. in 
greater degree “subject to con- 
tingencies.” On the liability side 
of the composite balance sheet of 
industry, the most significant 
changes are increased bank debt 
and increased capitalization. The 
latter reflects 1946 stock or bond 
financing to pay for added facili- 
ties. Typical of an inflation period, 
corporations find it hard to hang 
on to cash, much less build it up. 
Many find it to be a real squeeze. 
That is one reason why dividends 
will generally remain conservative 
in relation to earnings. Maybe 


_ there is something here of general 
_ MINMarket significance, which this 


department will leave for the con- 
sideration of our Mr. A. T. Miller 
in the market-outlook analysis. 


. e 
| Building 


We noted in this column several 


_ Months ago that Government esti- 
' Inates of a 50% gain this year in 


building volume were probably too 
high. There is not any doubt 
about it now. March contract 
awards were nearly 15% under 
the level of a year ago, against a 


year-to-year gain of about 14% in 


February. We have the makings 


| of a long building boom—but not 


at present inflated costs. Volume 
of this year will be pretty high in 
any event, and maybe a little over 
1946; but annual figures can cover 
up wide interim fluctuations. For 
example, the construction index 
(Engineering News-Record) aver- 
aged 98 for 1919, 99 for 1920 and 
96 for 1921—but ranged from a 
1919 monthly high of 207 to a 
1920 low of 57. The great con- 
struction boom of the 1920’s was 
on the basis of costs about 25% 
below the inflated 1920 high. The 
same general sequence is now in- 
dicated, though it is uncertain 
what its scope will be. Construc- 
tion costs are not only at dizzy 
heights compared with prewar. 
They are over 40% above the 
1920 inflation high — and are 
bound to come down some. Good 
building stocks will be choice buys 
somewhere in the period ahead. 
For the present, it is open to ques- 
tion whether they will do much, 
if any, better than the general 
list. 


Yields 


This column estimates average 
yield on representative better- 
grade industrial stocks, as of this 
writing, at about 4.65%, com- 
pared with only 3.36% at the 1946 
bull-market high. With respect to 
investment-yield, stocks have be- 
come a lot cheaper. But stock 
yields in bear markets have al- 
ways become not merely reason- 
able but unreasonably high. They 
got to nearly 6% on average in 
1930, to as high as 8.5 in 1931, a 
little over 10% in 1982; and they 
were around 8% during a portion 
of 1937-1938 and of 1941-1942. In 
bear markets many top-grade 
stocks decline absurdly “on psy- 
chology” even though earnings 
are down only moderately and div- 
idends are unchanged. There is 
little reason to suppose it will be 
different this time. 


Secular Trend 


There is not much point in try- 
ing to guess the final bottom in 
stock prices on the basis of “only 
a moderate business recession,” 
since nobody knows what that will 
mean in earnings or for how long; 
nor on the basis of previous bear- 
market lows on the charts of past 
years. However, stocks were not 
as “historically high” at their 
1946 peak as many observers 
stated. Inexact as it may be, al- 
lowance must be made for secular 
— that is, decade to decade — 
trend. Since corporations have net 
growth in earning power and as- 
sets over the years, a 50-year 
market trend chart would show a 
tendency to rising bull-market 
tops and bear-market bottoms. 
Prices went much above the secu- 
lar trend-line in 1929, and fell to 
unusual extremes in both 1932- 
1933 and 1942. The 1937 high con- 
formed pretty much with long- 
term trend; but that of 1946 was 
a fairly low high, in secular per- 
spective. The writer will venture 
one idea. If the decline is rela- 
tively as severe as those of 1919- 
1921 or 1937-1938, then—allowing 
for secular trend — the bottom 
should be no lower than the area 
140-135 for the Dow industrials. 
It could be considerably more 
moderate than that. To be signifi- 
cantly worse would seem to re- 
quire a calamity on the order of 
1932 or a national blue funk like 
1941-1942. Neither is at all likely. 


On Watch 


This column has a number of 
promising stocks “under watch.” 
At the right time it will have 
plenty of investment and specula- 
tive suggestions to put before you. 
It does not think this is the right 
time. 








Bohn Aluminum & Brass 


DECLINES SHOWN IN RECENT EARNINGS REPORTS 








Briggs Manufacturing 





Hecla Mining 
Hupp Corp. ................. 





Matson Navigation 





Noranda Mines 





Novadel-Agene 





Sterchi Bros. Stores 





Washington Gas Light 


United Cigar-Whelan Stores... 











Latest Year 

Period Ago 
Year Dec. 31 $4.66 $6.99 
Year Dec. 31 2.25 3.01 
Year Dec. 31 1.29 1.40 
Year Dec. 31 31 45 
Year Dec. 31 1.23 2.06 
Year Dec. 31 2.81 4.02 
Year Dec. 31 2.08 2.63 
Mar. 31 quarter 72 80 
Mar. 31 quarter .08 13 
12 mos. Feb. 28 1.31 2.04 

































The Personal Service Department of THE MAGAZINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 


Confine your requests to three listed securities at reasonable intervals. 
No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


envelope. 


2. 
3; 
4. No inquiry will be answered which is mailed in our postpaid reply 
5. 


Special rates upon request for those requiring additional service. 





Glidden Company 


As there is a large demand for paints, 
varnish and other products of Glidden 
Company, what do you estimate sales 
and profits will be for the current year? 

W. D., Santa Barbara, Calif. 


Glidden Company has achieved 
remarkable progress since _ its 
founding nearly thirty years ago. 
The company’s sales have ex- 
panded greatly, and for the full 
twelve months of the fiscal year 
ending next October 31 are ex- 
pected to be substantially above 
the $122,439,000 for the fiscal 
year ended October 31, 1946. In 
the first two months of the present 
fiscal year, sales showed an in- 
crease of $15,200,000 over the like 
period a year earlier. 

Company is expected to show a 
very sharp increase in profit per 
share on its common stock for the 
six months ending April 30, 1947 
over the $2.13 a share in the like 
period of 1946. 

These high earnings are ex- 
pected even after a substantial 
provision for reserves against in- 
ventory price declines. However, 
on October 30, 1946 when inven- 
tories were carried at $25,503,273, 
on a lower cost or market basis, 
the company’s policy of using the 
last in, first out method of inven- 
tory pricing resulted in inven- 
tories being carried on the books 
at a valuation of $6,697,762 less 
than replacement cost at that date. 

Due to the worldwide shortage 
of fats and edible oils, the com- 
pany’s plants refining vegetable 
oils are operating at capacity, as 
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are plants for extracting vegetable 
oils from soy beans, copra, flax- 
seed, palm kernels and other veg- 
etable seeds. Production also is up 
sharply in the chemical and pig- 
ment, and paint and varnish divi- 
sions. The feed mill division, which 
doubled its capacity last year, is 
continuing to operate at a high 
rate. 

Capitalization consists of 199,- 
540 shares of 414% cumulative, 
convertible preferred stock out- 
standing and 892,000 shares of 
common stock outstanding. 

Financial condition is strong 
with working capital of $30,286,- 
627. Earnings for fiscal year ended 
October 31, 1946 amounted to 
$5.93 a common share, compared 
with $2.13 in 1945. Dividends 
totaled $2.00 a share in 1946. 


Joy Manufacturing Co. 


Please furnish report on Joy Manu- 
facturing Co. 

E. C., Helena, Montana 

Joy Manufacturing Co. recently 
announced that it has the largest 
backlog of orders in its history. 
This backlog is increasing because 
to date incoming orders continue 
to run ahead of deliveries, despite 
the larger production as a result 
of greater availability of mate- 
rials. 

For the fiscal year ended Sep- 
tember 30, 1946, the company had 
net sales of $29,534,033 and net 
income of $2,205,951, equal to 
$3.29 a share. 

For the quarter ended December 
31, 1946, the first three months of 


current fiscal year, Joy had net 
sales of $11,712,535 and net profit 
of $1,357,877, equal to $2.03 a 
share. Sales at the present time, it 
is estimated, are running at a rate 
of around $50 million a year. 

Company is a leading manu- 
facturer of mining machinery and 
equipment used largely in under- 
ground coal mines. Similar and 
other products are used in the con- 
struction, petroleum, marine and 
other industries. 

Capitalization: 214% term loan 
notes, due to 1953 — $2,940,000, 
Capital stock consists of 1,000,000 
shares authorized and 669,856 
shares outstanding. 

Balance sheet as of December 
31, 1946 showed total current as- 
sets $25,978,500, total current lia- 
bilities $11,973,708 and net work- 
ing capital $14,004,792. 

Dividend payments including 
extras totaled $1.50 a share in 
1946. 


Ekco Products Co. 
Kindly give me your opinion of Ekco 


Products Co. 
F.S., Louisville, Ky. 

Net sales of Ekco Products Co. 
for 1946 rose sharply to $30,248,- 
666 from $16,446,646 in 1945. Last 
year’s net income of $3,610,208 
equal to $4.85 a common share 
compares with $763,362 or $1.64 
in 1945. 

The greatly increased produc- 
tion last year was achieved princi- 
pally from rapid reconversion to 
peacetime operations and the ac- 
quisition of additional manufac- 
turing facilities. Sales were the 
highest in company’s 58 year 
history. 

Company is one of the leading 
domestic producers of household 
utensils, kitchen wares and baking 
tinware. Ekco Pressure Cookers 
and other new products are being 
extensively advertised. 

Common stock was split two for 
one in September, 1946. Present 
capitalization consists of 59,280 
shares of 414% cumulative pre- 
ferred and 787,500 shares of com- 
mon stock outstanding. 

(Please turn to page 114) 
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The BUSINESS ANALYST 








SUMMARY 


MONEY AND CREDIT—Beginning April 17, the Treasury 
is expected to pay off weekly in cash $200 million of 34% 
90-day bills maturing each week up to June 30—making 
total cash redemptions of $2.2 billion during the remainder 
of the current fiscal year. Debt and tax reductions thus both 
seem possible so long as business activity holds near its 
present high level. 


TRADE—Owing mainly to shift in consumer spending from 
soft to hard goods, pre-Easter sales by department stores 
were disappointing. Post-Easter fortnight will witness sales 
below previous year for first time in years; because Easter 
came two weeks earlier this year than last year. February 
sales of all retail stores were about 11%, lower than a year 
earlier on unit quantity basis. 


_ INDUSTRY—Mr. Lewis's two weeks of mourning and safety 


for the coal minors caused a minor, temporary dip in busi- 
ness activity to a level about 7% above last year at this 
time. 


COMMODITIES—Farm products prices mildly reactionary 
during past fortnight; but M. W. S, index of raw material 
spot prices rose fractionally to a new post-war high. Gov- 
ernment encourages cost increases while urging price 
reductions. ’ 
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Heavy curtailment of soft coal mining during the fortnight 
brought a temporary dip of 1% in the Nation’s physical 
volume of Business Activity during the fortnight ended 
April 12, down to a level about 7%, above last year at like 
date. For the month of March, this Publication’s index of 
business activity rose to 179.5%, of the 1935-9 average— 
4 points above the average for February and 8%, ahead of 
March last year. First quarter average was 177.9—7.4 
points above the fourth quarter and 11.2% ahead of the 
first quarter of 1946. On a per capita basis, business activity 
in March was 162.5% of the 1935-9 average, compared 
with 160.4 in February and 153.2 in March last year. First 
quarters average was 162.1, against 156.1 for the fourth 
quarter and 150.6 in the first quarter of 1946. 

“ - © 


The stock market succumbed last week to fears of another 
round of industry-wide Work Stoppages, Ground for such 
fear was found in the Telephone strike, the soft coal miners’ 
“safety work stoppage,” and President Truman's statement 
that wages must go up if prices do not come down promptly. 
John L. Lewis called off what was actually a strike in dis- 
guise, after half the miners refused to string along with him 
and Federal Judge Goldsborough rebuked Lewis for the 
subterfuge. 

* * * 

Department Store Sales are still running below last 

year on a unit quantity basis; but were up 17% in dollar 
(Please turn to following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 

MILITARY EXPENDITURE (tf) $b| Apr.9 0.35 0.38 0.54 0.43 taste 107) 

Cumulative from Mid-1940. Apr.9 352.4 352.1 3328 143 Pn a 
—___———— | total during the final pre-Easter week ended April 5, 
FEDERAL GROSS DEBT—$b Apr. 9 257.7 257.7 273.8 55.2 Since Easter came two weeks earlier this year than 
: —________— | last, the ensuing fortnight may witness, for the first 

MONEY SUPPLY—$b time in years, a total dollar volume of sales below 
Demand Deposits—I0! Cities... | Apr. 9 38.7 38.2 37.3 24.3 | the previous year. 

Currency in Circulation... Apr. 9 28.2 28.2 28.0 10.7 Eee 
— The fast diminishing annual rate of increase in 

BANK DEBITS—13-Week Avge. department store sales of recent weeks is merely 
New York City—$b....... Apr. 9 7.08 7.1 7.43 3.92 | one among a number of indications that Consumer 
100 Other Cities—$b..... Apr. 9 9.56 9.77 8.14 5.57 | Demand is now shifting from soft to hard goods in 

———vpT7T7,_ | the usual post-war process of restoring a normal 

INCOME PAYMENTS—$b (cd) Feb. 13.40 14.40 12.07 8.11 | pre-war relationship between sales in these two 
Salaries & Wages (cd)... | Feb. 9.13 9.13 8.04 5.56 | major divisions of industry. 

Interest & Dividends (cd)... Feb. 0.56 1.22 0.52 0.55 During the war and early post-war periods, sales 
Farm Marketing Income (ag)... | Feb. 1.66 2.14 1.38 1.21 | of Soft Goods soared to abnormal heights, with 
Includ’g Govt. Payments (ag)............ | Feb. 1.70 2.18 1.45 1.28 | resulting luscious profits; because hard goods were 

a= in exceptionally scant supply. Now that automo- 

CIVILIAN EMPLOYMENT (cb) 1a | Mar. 56.1 55.5 52.5 52.6 biles, household equipment and building material 
Agricultural Employment (cb), | Mar. 7.2 6.9 75 8.9 have again become available in fast mounting 

Employees, Manufacturing (Ib)....| Feb. 15.1 15.0 12.5 13.8 | quantities, the public is using up its well stocked 

Employees, Government (Ib). Feb. 5.2 5.2 5.5 4.6 | wardrobe and linen supply and utilizing the dollars 

UNEMPLOYMENT (cb) m Mar. 2.3 2.5 2.7 3.4 thus saved to acquire long desired Hard Goods. 
a wee. ee ee eer i are = eee ~ * * 

FACTORY EMPLOYMENT (Ib4) Feb. 151 150 122 147 Dealers in Soft Goods will not enjoy the sales 
Durable Goods = Feb. 175 173 123 175 volume or profits this year that were reported for 
Non-Durable Goods oon | Feb. 131 131 121 123 last year, but both will be well above pre-war levels. 

FACTORY PAYROLLS (ib4) Jan. 300 299 229 198 Department stores earned reasonable profits in 1937 

oo é and 1939 on 40% of the dollar volume and 60% 

FACTORY HOURS & WAGES (ib) of the unit quantity of business done last year. Well 
Weekly Hours ......... seveceveneseenenenet Feb. 40.2 40.5 40.5 40.3 established retail concerns are not going to go 
Hourly Wage (cents) one Feb. 116.5 115.8 100.2 78.1 broke in adjusting their operations to a more nearly 
Weekly Wage ($)............- Feb. 46.79 46.94 40.58 31.79 normalilevelictiirade. 

Soa —-- * * * 
aa nes oy . gs . soap tin Neither does the present lull in demand for soft 
pies __________s| goods point to a coming slump in the Nation's 
a eae ae oe overall volume of business activity, with widespread 

2 agy pee sees) oe “<4 s ot pro on unemployment. There can be no major business 
Clothin i Dima YO 180.2 178.3 150.5 113.8 | depression without a substantial drop in the rate of 
“aia i RAL aN i Feb. 108.9 108.8 108:3 107.8 | Capital Formation, which is the cornerstone of 

tin =p | prosperity. Production for inventory building (filling 

the pipe lines)| is about over; but activity in the 

oe ee ted) Feb. 7.38 7.84 6.43 4.72 other two major divisions of capital formation, new 
aerate TAH Feb 1.54 1.62 1.06 1.14 |@4vipment and construction, and net exports, is 
Durable —. : ri Saw Pe Ty “5 5.84 6.22 537 3.58 likely to continue at a high level for some years to 
Paine lee fF tae Feb. 0.58 0.58 0.54 0.40 come. As things look now, the course of total busi- 
Retail Sales Credit, End Mo. (rb2).. | Feb. 4.20 433 2.57 5.46 | ness activity and employment over the next few 
___ | years will probably not justify the present wave of 

MANUFACTURERS’ eae a 

New Orders (cd2)—Total... Feb. 255 242 186 181 
ieee Bab. 293 270 179 221 There are grounds for suspecting that Price 
ea ee ae Pot. 232 225 189 157 Advances in many instances have been somewhat 
Shipments (cd2)—Total | Feb. 292 275 183 184 sharper than needed merely to compensate for cost 
no eee TS 314 293 153 223 increases. During the nine months that have elapsed 
Non-Durable Goods ................ | Feb. 277 263 204 158 between June of last year and March, this year, raw 
material prices have advanced 30% and hourly 

BUSINESS INVENTORIES, End Mo. wages of factory workers only 8%; yet manufac- 
Total (cd) —$b ian: 35.8 34.9 26.6 26.7‘ | tured products at wholesale, according to the Labor 

Manufacturers’ Pee. POLO oP. Jan. 20.7 20.3 16.4 15.2 Bureau's index, have been lifted 33%. 

Wholesalers’ Jan. 6.3 5.9 4.2 4.3 am hae 

Retailers’ Jan. 8.8 8.7 6.0 7.2 To take undue advantage of a tight supply- 
Dept. Store Stocks (mrb) Jan 1.8 1.8 1.1 1.4 |demand situation is short-sighted business policy. 
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Latest Previous Pre- 
Wk. or Wk. or Year —— Pearl PRESENT POSITION AND OUTLOOK 
Date Month = Month Ago _ Harbor 
BUSINESS ACTIVITY—I—pc Apr. 5 161.9 162.8 153.7 141.8 ; h 
(M. W. S.)—l—np.. ee oes Apr..5 179.1 180.2 167.2 146.5 | Profiteers will be the first to lose trade when sup- 
rl 5 area ae ; | ae on .  e xe ~ | ply again overtakes demand. We see this happen- 
i INDUSTRIAL PROD. (sb) —I—np Feb. 188 188 152 174 ; ; : : : 
than Mining .... Bab. 145 145 14] 133 ing already in textiles where, according to Associ- 
first Now Du ie =i Mi ae 04 222 220 138 215 ated Industries of Massachusetts, new orders booked 
clow _lanhatalicttedaiei aes all es = si = ni —|during February were 18% under the like month 
CARLOADINGS—t—Total Apr. 5 715 829 644 833 last year. 
Manufactures & Miscellaneous Apr. 5 385 386 367 379 eee 
e in Mdse. L. C. L. bale 21.3... ee 127 125 128 156 
srely ee. poare ae ears ui : i si = : = = Of far broader social importance is the proba- 
a ELEC. POWER Output (Kw.H. tn Apr. 5 4,693 4,729 3,988 3,267 | bility that penalties for profiteering will be paid 
Sin ea ve. 8 a a ° 
‘mal SOFT COAL, Prod. (st) m Apr. 5 3.8 12.2 0.9 10.8 not merely by individual offenders, but by our entire 
rel Cumulative from Jan. | .| Apr. 5 166 162 162 446 democratic system of Free Enterprise. Though 
Stocks, End Mo. an Feb. 49.5 49.2 51.2 61.8 : : : ‘ j 
pee reales rake AS erie oe aa : profits are a relatively minor cause of high prices, 
ales PETROLEUM—( bbls.) m when the next depression hits us it will be blamed 
with Crude Output, Daily Apr. 5 4.9 4.9 4.4 4.1 ead f . hich s 
Rastiinn Gtacke Age. 8 107 108 104 88 illogically upon free enterprise which, communists 
ihe Fuel Oil Stocks......... Apr. 5 434 43 37 94 and their followers will proclaim, means merely 
bd _ Heating Oil Stocks Apr. 5 32 33 30 55 ug : 
righ Ree a  oa = reedom to profiteer and so create unemploy- 
ting LUMBER, Prod. (bd. ft.) m Apr. 5 452 472 415 632 | ment.” 
ed |fF | Stocks, End Mo. (bd. ft.) b Feb. 4.3 4.3 35 (12.6 | * * * 
la If | STEEL INGOT PROD. (st.) m | Mar. 728 642 6516.96 | When that time comes it will be without avail to 
ods, _ Cumulative from Jan. | Mar. 20.9 13.6 11.8 74.7 |} : : 
a : ——— — - | explain that Government Policy was mainly re- 
cles apheorges re — 125 131 19 94 | sponsible for the period of scarcities and exhorbi- 
en) $m pr. : : : 
for Cumulative from Jan. 1. Apr. 10 1444 1,319 1,234 5,692 tant prices by bolstering farm products prices, en- 
vels, = Sa 2 es - | couraging wage advances, and overstimulating our 
937 MISCELLANEOUS j ; : : : 
0° Paperboard, New Orders (st)t Apr. 5 228 160 225 165 | exports with lavish foreign credits. Smoke-screening 
Hosiery Production | pairs)m Feb. 158 175 149 150 the facts, our self-labeled “Liberals” will merely 
Nell Footwear Production (pairs)m Jan. 41.1 39.1 41.2 34.8 ray aie 
go Hide & Lthr. Stks., End Mo. (hds.)m | Jan. 9.0 8.9 9.9 14.0 | snort: “Fascism! Red baiting! 
arly Machine Tool Shipments—m Feb. 26.6 26.5 26.9 76.4 
ag—Agriculture Dep't. b—Billions. cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce Dep't. Avge. Month 1939—100. 
cdlb—Commerce Dep't. (1935-9—I100), using Labor Bureau and other data. en—Engineering News-Record. I—Seasonably adjusted Index. 
ft 1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—100. Ib3—Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—I00. It—Long 
“" tons. m—Millions. mpt—At Mills, Publishers and In Transit. mrb—Magazine of Wall Street, using Federal Reserve Board data. np— 
ons |B | Without compensation for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and 
ead Charge accounts. st—Short tons. t—Thousands. tf—Treasury and Reconstruction Finance Corp. 
ness 
e of THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
No. of ——— 1947 Indexes ——————- |_ !Nov. 14, 1936, Cl.—100) High Low Apr.5 Apr. 12 
ling Issues (1925 Close—100) High Low Apr.5 Apr.12 | 100 HIGH PRICED STOCKS 89.87 79.57 83.58 79.57b 
the 304 COMBINED AVERAGE . 148. 8 127.5 135.6 127.5b 100 LOW PRICED STOCKS 183. iol 150. 19 16 25 150. 19b 
¢ Agricultural Implements _.. 188.0 159.2 176.9 163.6 6 Investment Trusts 62.8 54.2 56.9 54.6 
Il Aircraft (1927 Cl.—100). 167.1 146.4 157.2 146.4 3 Liquor (1927 Cl—100) 933.6 701.2 761.3 701.2b 
6 Air Lines (1934 alec . 636.9 545.7 636.9A 601.7 8 Machinery 159.4 137.5 146.1 137.54 
6 Amusement . DRL One, 123.1 128.2 123.1b 3 Mail Order . 129.5 102.9 109.2 102.9b 
14 Automobile Accessories ...... 237.4 189.1 208.8 189.1b 3 Meat Packing 108.7 95.7 101.8 95.7a 
11 Automobiles. ......... . 42.8 34.7 37.4 34.8 13 Metals, non-Ferrous 196.7 166.8 177.2 166.8b 
3 Baking (1926 Cl—100)... Ze 24.1 21.5 22.2 21.5b 3 Paper .... 39.6 35.7 37.0 35.7a 
3 Business Machines ... 301.6 265.4 278.9 265.4a 23 Petroleum . 191.0 176.2 187.6 178.2 
2 Bus Lines (1926 Cl —100)... . 175.0 138.4 145.3 138.4b 20 Public Utilities 134.3 115.0 124.5 115.0a 
4 Chemicals y 218.4 240.9 236.0 5 Radio (1927 Cl._—100) 23.2 18.7 20.1 18.7d 
2 (Goal Mining) <2.c s 16.2 17.3 16.2¢ 8 Railroad Equipment . 80.6 67.4 71.7 67.7a 
4 Communication ..... : 46.7 49.8 46.7d 23 Railroads ..... - ane 20.8 22.8 20.8¢ 
13 Construction _.......... 56.5 59.6 56.5a 3 Realty ........ = a 25.6 27.4 26.3 
7 Containers ............... 325.3 344.3 325.3a 2 Shipbuilding 114.4 102.7 108.2 102.7a 
8 Copper & Brass.. 104.9 111.3 104.94 3 Soft Drinks . 559.0 482.7 500.6 486.1 
2 Dairy Products ........... 57.2 60.8 57.2b 13 Steel & Iron... 121.1 103.0 110.8 103.0b 
5 Department Stores ...... 63.1 68.3 63.1b SSC. _.. +482 60.3 62.2 60.3b 
5 Drugs & Toilet Articles... 185.9 194.0 185.9b 2 Sulphur . 253.8 233.9 233.9b 233.9 
2 Finance Companies .... 218.2 226.6 218.24 3 Textiles .. .. 128.5 104.8 111.5 105.2 
7 Food Brands .............. 170.9 179.1 170.9b 3 Tires & Rubber . 41.4 33.5 36.6 33.5¢ 
2 Food Stores ............. 68.5 70.7 68.5 6 Tobacco ..... .. 87.4 71.7 75.9 71.7b 
3 Furniture .............. tae ett 78.3 81.2 78.34 2 Variety Stores ....... 342.5 310.2 331.6 322.0 
3 Gold Mining 760.6 836.8 795.8 19 Unclassified (1946 Cl —!00) 108.5 94.4 98.3 94.4a 
A—New HIGH since 1946. New LOW since: a—1946; b—1945; c—1944; d—1943. 
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Trend of Commodities 





After advancing fractionally to new post-war heights, in- 
dexes of farm products prices, spot and futures, turned reac- 
tionary during the past fortnight under reports of favorable 
growing weather and President Truman's disapproval of high 
prices (for which, incidentally, the Government is mainly re- 
sponsible). Owing to somewhat lower prices, the Agriculture 
Department predicts that farm income in April will be only 
15°%, above the corresponding period last year, compared with 
the first quarter's increase of 28°. The B. A. E. believes that, 
with no more than normal growing weather this season, crop 
yields per acre will average the largest in history—30%/, above 
the pre-drought years, 1923-32, and 17%, more than the 1934- 
43 average. Reasons for this will be excellent soil moisture con- 
ditions, wider use of fertilizer, more mechanization and other 


a 


improved farming methods. Today about 40% of all U. §, 
farms cover over 1,000 acres, against less than 25% in 1920, 
There are 11] times as many tractors in use as a quarter of g 
century ago. Then there were 100 horses for every tractor: now 
there are only 3. There will be bigger crops this year than las, 
with less labor. In normal times Australia, Argentina and 
Canada could fill most world wheat needs. Currently we ar 
exporting 25% of our total crop, and foreign demand is ex. 
pected to remain unabated through the crop year ended June 
30, 1948; but reports that some European governments had 
completed buying flour for May shipment, and that Govem. 
ment purchases would slow down, partly accounted for the 
recent decline in wheat prices. 





WHOLESALE COMMODITY PRICES 
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1945 1946 


1945 1946 1947 


U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 


Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Apr.12 Ago Ago Ago Ago Ago 1941 
326.0 332.6 331.2 303.5 243.9 190.2 156.9 
289.6 291.6 291.6 288.1 223.0 170.7 157.5 
351.9 362.1 359.7 313.8 258.5 204.0 156.6 


28 Basic Commodities 
11 Import Commodities 
17 Domestic Commodities... 


Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.b 
Apr.12 Ago Ago Ago Ago Ago 194! 
wn 342.0 347.4 344.8 307.0 297.5 239.5 1639 
. 398.3 410.5 413.8 363.5 306.0 216.7 169.2 
... 280.2 283.7 280.0 264.8 205.6 172.3 1482 


7 Domestic Agriculture 
12 Foodstuffs ..... 
16 Raw Industrials . 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 

1947 1946 1945 1943 1941 1939 

High 144.9 128.8 95.8 92.9 85.7 783 
Low 1264 95.8 93.6 893 74.3 61.6 


1938 
65.8 
57.5 


1937 
93.8 
64.7 
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Average 1924-26 equals 100 


1947 1946 1945 1943 1941 1939 1938 1937 
136.55 127.07 106.41 96.57 84.60 64.67 54.95 82.44 
. 117.14 104.21 93.90 88.45 55.45 46.59 45.03 52.03 
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Keeping Adreast of Judushriial 
« and Comnany News a 


STRAWS IN THE WIND: retailers throughout the country generally report that consumer 
resistance to the current price structure is far from fanciful. Moderate percentage 
gains in volume of late, compared with a year ago, do not disclose a downtrend in 
unit sales which is gaining headway. Hence store buyers aware of disappointing Easter 





» sales are placing orders warily. 


Despite record high pricers for grains and with labor costs on the up and up, 
first of the big distillers to heed the cries for lower prices is Schenley Distillers 
Corporation. In choosing one of its' most popular blends, Golden Wedding, for a price 
cut to $3.63 per bottle from $4.06, this wisely managed concern has taken a step which 
its competitors could well copy. 








Signs that consumers before long may be able to stretch their dollars further 
and in more than one direction are bolstered by a recent price cut in anthracite coal. 
Glen Alden Coal Co., as well as Philadelphia & Reading Coal and Iron Co., have lowered 
anthracite prices from 25 cents to 45 cents per ton. 








Would be radio purchasers, too, are heartened by news of another, the second, 
price cut by Emerson Radio & Phonograph Co. This producers of some 10,000 sets per 
day is marking down its prices to the extent of from $3 to $20 on some of its units. 





Under current heavy pressure for lower prices, along with considerable piling 
up of warehouse stocks in certain fields, there are indications that the wholesalers 
are facing quite a squeeze. According to Thomas B. Freeman, president of Butler 
Brothers, this leader may show an operating deficit for the first quarter, due to 
necessary mark downs on its stocks of dry goods, variety items and other merchandise. 





How expanding sales tend to lower costs and widen profit margins is well 
Shown by the experience of American Radiator & Standard Sanitary Corporation. With 
production and volume at curent peak levels, this concern estimates that overhead 
in 1947 will absorb only 8 1/2% of its net sales dollars, contrasted ith 21 3/4% 
in 1937. 


The insatiable appetite of large insurance companies for sizable industrial 
loans seems to know no bounds. Gulf Oil Corporation, for example has arranged to 
borrow $100 million for 25 years at 2 1/2% from the Equitable Life Assurance Society 
of the United States, with customary sinking fund provisions. 














Private placement of large loans with the insurance companies, bypassing the 
banks and investment distributors, has become so popular and economical that during 
1946 it is figured that totals exceeded $1.5 billion. And within fairly recent 
months this "chunk" borrowing has amounted to some $500 million. 


To provide the British with much needed vegetable oils, a subsidiary of Lever 
Brothers is planning a several years program to plant 3 million acres of peanuts 
in Africa, and that by the time of completion 1500 sets of farm equipment are ex- 
pected to be forthcoming from Massey-Harris Ltd. 
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Permanency of the trend to travel for long distances by bus is shown by ex- 
tensive plans for modernization by the bus lines. Indicative of real progress in 
this direction are reports that Greyhound Corporation has ordered 1500 Diesel 
powered, comfortable and fast buses from General Motors Corporation's coach division. 
The bill? Around $37.5 million. 


Latest arrival in the highly competitive container industry is a sterilized, 
unbreakable and disposable nursing bottle for babies. And it is also collapsible. 
Shellmar Products Corporation will produce this innovation made from plastic film, 
to sell in corner store apothecarys by the 100 for a dollar. 











Union Carbide & Carbon Co. is optimistic over potentials for 1947, going so 
far as to predict that net earnings for the year may even exceed the $6.10 per share 
reported last year. To meet the current insistent demand, this concern is pushing 
its expansion of facilities as rapidly as possible. 


For the fifth time since R. H. Macy & Co. started to implement its program 
to acquire stores outside of New York, it has drawn a new member into its family. 
This time it is the old fashioned John Taylor Dry,Goods Co. of Kansas City, Mo. 

And when Macy steps into a picture, it does a thorough job, as in this case, by acquir- 
ing the entire capital stock. 


It looks as if 1947 should prove a banner year for the copper industry, leaders 
in the trade are admitting. Available supplies from at home and from Chile combined 
seem sure to fall substantially short of meeting the domestic demand. Hence there 
is small prospect of any price decline, and at these levels the stronger concerns can 
easily make very satisfactory earnings. 


Predictions made by the Magazine of Wall Street that Budd Company should be 
rated among those likely to pull out of a 1946 hole are borne out by recent reports. 
Following a deficit of $3.9 million in 1946, this concern reports net earnings of 
nearly $1.2 million after taxes for the first two months of 1947. Backlog orders of 
$184 million on March 31 represented a peacetime peak. 


The locomotive industry has ahead of it an unparelled chance to prosper, says 
Duncan W. Fraser, Chairman of American Locomotive Co. This because of increasing 
demand for Diesel powered engines. Out of 604 locomotives on order with manufacturers 
at the beginning of 1947, 534 were for Diesels. With 37,000 outmoded steam locomo- 
tives requiring eventual replacement, good business seems assured for the makers of 
Diesels. 

















In presiding over Alexander Smith & Sons Carpet Company's first public stock- 
holders meeting, president Frederic B. Klein had some good newes for his shareholders. 
For 102 years previously this concern had been privately owned. It seemed that 
first quarter sales are up by 62% compared with a year ago, amounting to about $15 
million. 





During the major wave of stock split-ups so expressive in the late year, 
excitement rose to a pitch when an occasional ten for one split was announced. The 
record ratio, however, was probably established behind family walls when the 
Scherman family voted for a 2000 to 1 split up of Book-of-the-Month Club shares prior 
to first public offering of a minority interest in this vigorous enterprise. 





Representatives of the Nation's banks at the executive council sessions of 
the American Bankers Association, agree that aside from some natural readjustments 
now in process or in the offing, the economy is on an eminently sound keel and 
likely to stay so for some time to come. * 
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It’s here—a new convenience on the C&0 


NO TIPPING 


of any C&0 


employee” 














NO TIPPING IN C&O DINERS ——THE 
SERVICE IS COURTEOUS AND FREE 


























HY should you—the paying 

customer of the railroads—have 
to shell out for so many of the ordi- 
nary services you need when you 
travel? 


Why shouldn’t your rail ticket 
entitle you to courteous personal 
service—without extra charge? 


The Chesapeake & Ohio does not 
believe the travelers on its railroad 
should have to tip—and is taking 
the first step toward abolishing this 
nuisance. From now on, you are 
urgently requested not to tip C&O 
employees for any of the services 
they perform. 











This means you won’t have to leave 


a tip on the change tray when you eat 
on a C&O diner. It means you won’t 
have to dig down for change for the 
porters who serve the coaches on 
C&O crack trains. 


We cannot extend the no-tipping 
rule to union terminals shared by the 
C&O with other railroads, since the 
redcaps in these stations are not on 
our pay roll. Nor can the no-tipping 
rule apply on Pullmans, since the 
porters are employed by the Pullman 
Company—not by us. 


But wherever C&O employees are 
on hand to serve you, you'll find no 
outstretched palms—for we’ll com- 
pensate these employees directly for 
attending to your needs. 


NO TIPPING THE PORTERS IN C&O 
COACHES-—THEIR SERVICES ARE FREE 





This move to end the tipping 
nuisance is the latest, but not the 
last, of many improvements in rail 
travel offered by the C&O. 





* Naturally, this does 
not apply to Pullman 
porters, or to redcaps 
in union terminals, 
since they are not 
C&0 employees. 











CHESAPEAKE & OHIO RAILWAY 


TERMINAL TOWER, CLEVELAND 1, OHIO 
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Answers to Inquiries 





(Continued from page 106) 
Balance sheet as of December 
31, 1946 reported total current 
assets of $13,642,672, total cur- 
rent liabilities of $5,225,808 and 
net current assets of $8,417,865. 
Dividend payments in 1946 
amounted to 70 cents a common 
share. Prospects during the cur- 
rent year continue favorable. 
lron Fireman Mfg. Co. 
Please advise outlook for Iron Fire- 


er nae R., Oakland, Calif. 

An official of Iron Fireman Mfg. 
Co. recently announced that intro- 
duction of gas furnaces, gas con- 
version burners and new industrial 
oil burners for the use of heavy 
oils, makes possible a 100% sales 
increase in 1947. 

Company is the largest manu- 
facturer of automatic coal stokers, 
producing stokers in various sizes, 
from house heating units to 1000 
horse-power boiler capacity models 
used by industrial plants, power 
houses and apartment buildings. 
The new gas burners and furnaces 
are being introduced so that home 
owners could burn either coal, oil 
or gas with Iron Fireman auto- 
matic equipment. 

Consolidated income account for 
year ended December 31, 1946, 
showed net income of $769,102, 
equal to $2.14 a share on net sales 
of $11,515,824. This compares with 
net profit of $2.16 a share on net 
sales of $17,362,182 in 1945. 

Regular quarterly dividend rate 
of 30 cents a share has already 
been declared for full year of 1947. 

Balance sheet as of December 
31, 1946 listed total current assets 
$6,938,049, total current liabilities 
$2,884,860 and net current assets 
$4,053,189. Capitalization consists 
solely of 359,910 no par common 
shares outstanding. 

Company’s_ excellent earning 
record, strong financial condition 
and bright outlook lends attrac- 
tion to the stock. 





Dynamic Oil Industry 





(Continued from page 90) 


arranged by Arabia American and 
guaranteed by “Jersey” and 
Socony is for developing produc- 
tion, refinery and other needs on 
the Persian Gulf; an additional 
$125,000,000 loan is being ar- 
ranged to build the pipe line. All 
partners in stock ownership of 
Arabian American would partici- 
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pate in the cost of the pipe line in 
proportion to their stock interest. 

A smaller situation, but one 
with more immediate possibilities, 
is the interest of both “Jersey” 
and Socony in the Iraq Petroleum 
Co., Ltd. that is building addi- 
tional oil pipe lines paralleling ex- 
isting lines from the Iraq Oil fields 
to the Mediterranean, to be com- 
pleted by the Spring of 1949. 
Thus, by the time Europe is ready 
for oil in substantial quantities, it 
will be supplied by the Middle 
East. Our country will be relieved 
from sending as much oil from 
these shores. However, through 
new interest being acquired, there 
is likely to be a net increase in 
participation in the European 
business by Standard Oil Co. 
(N.J.) The annual report of the 
latter company is not, as yet, 
available; it is expected only in 
time for us to include 1946 bal- 
ance sheet data, earnings per 
share and any further important 
comments in the next issue. 

Revenue of the natural gas in- 
dustry reached a new peak in 1946 
after relatively steady and sub- 
stantial growth over the last 
twenty years. Wider markets will 
be developed in 1947 and future 
years. Construction of pipe lines 
in progress or projected for 1947 
totals 3,800 miles to supplement 
the 224,000 miles of line in service 
at the close of 1946. This includes 
the 1,800 miles total length of the 
system from the Hugoton Field 
in Texas and Oklahoma to Michi- 
gan and Wisconsin, for which 
Phillips Petroleum has contracted 
to furnish total requirements; ac- 
tual construction is expected to 
be under way in the latter part of 
this year. The 1,280-mile line to 
California, to be served by Phil- 
lips, is already under construction. 

Reserves of natural gas in the 
United States have been esti- 
mated at 151 trillion cubic feet 
and a recent survey indicated 200 
trillion cubic feet. These astro- 
nomical figures imply that re- 
serves assure supplies for contin- 
ued expansion. 

The natural gas industry is reg- 
ulated by the recognized state 
agencies. The National Gas Act, 
which allows federal regulation in 
addition to that of the states, is 
currently being amended by the 
Congress. Members of the oil and 
the natural gas industries are tes- 
tifying toward restricting federal 
regulation to interstate transmis- 
sion of natural gas. The desire is 
to prohibit regulation of end use, 
production and gathering. 


Credit Standing, and 
Common Stock Investments 


The credit standing of the best 
grade oil companies has permitted 
them to borrow at very low in. 
terest rates. This is a great bon. 
anza for common stockholders, 
For example, in the natural gas 
industry the government allows 
614% return on property valua- 
tion. The non-federally-regulated 
oil business usually earns a larger 
return, and a slightly larger busi- 
ness risk may be involved. When 
great sums are borrowed on 4 
long-term basis at, say, 214% and 
earnings on the property are 
614%, the amount accruing to the 
common stockholder, without in. 
vesting an additional dime of his 
money, is about 4% on the money 
borrowed. A major oil company 
completed sale to an insurance 
company this week of $100,000, 
000 25-Year 214% bonds. Also, 
Standard Oil Co. (N.J.) has out- 
standing $85,000,000 234% bonds 
due in 1971 and $50,000,000 134% 
bonds due in less than ten years, 


Comment on Diversifiation 


Diversification is extremely ad- 
vantageous and is one of the 
strongest features of investment. 
Thus, if there is trouble in one 
part of the great Standard Oil 
Co. (N.J.) enterprise it is offset 
by favorable operations in another 
division. Also, diversification of 
four companies has merit because, 
— to mention just one reason 
brought to our attention recently, 
if great catastrophes occur such 
as the three that we have wit- 
nessed or read about in less than 
a month, the effects, if any, upon 
the holdings of the individual in- 
vestor are minimized. 

The four companies selected by 
us for investment of common 
stock funds are all top-flight units 
of exceptional long-range, as well 
as current earnings prospects. 
Dividend yields at the present 


prices average 414%, with good} 


prospects of the average dividend, 
and therefore yield, being in- 
creased. If the major trends are 


upward as they are today—withf 


increasing use of oil products as- 
sured for many years, the time is 


right for participation through} 


long-term investment. The exact 


timing of new purchases is an-| 
other matter that is ably handled 

by A. T. Miller, our market ana-f 
lyst who covers in his articles the} 


intermediate or short-term view 


as well as the long-term status of f 


the general market. 
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Imagination weighs the wind 


TO DESIGN BETTER CARS FOR YOU 
nd 
































He’s “driving” into a 40-mile wind! 


You’RE watching an important step 
in the designing of a car body at the 
laboratories of Chrysler Corporation. 
It directly affects performance, beauty 
of line, and even economy! 

An exact scale model of a body is 
suspended in a wind tunnel where 
our engineers can “drive” it through 
head-winds and cross-winds at many 
different speeds. 

Instruments attached to the model 
weigh the wind resistance of these 


particular body lines, and blowing 
colored strings show how air flows 
around the car. (The model is hung 
upside down to secure an unobstructed 
flow of air over the top of the car.) 

With this information, the engineers 
know where a change of line will re- 
duce wind resistance still more, better- 
ing the car’s performance, making 
possible more miles per dollar of gas. 

These studies of automobile aero- 
dynamics lead to the advanced design 









of our cars—helping our engineers 
learn more about how body lines in- 
fluence efficiency, driving ease and 
gasoline mileage. 

This wind-tunnel testing is another 
example of how we apply constructive 
imagination to build better cars for 
you. You get the practical benefits of 
such creative imagination in all the 
new Plymouth, Dodge, De Soto and 
Chrysler cars—the most advanced on 
the road today. 


Chrysler Corporation 


PLYMOUTH DODGE 


DESOTO CHRYSLER 


Airtemp Heating, Cooling, Refrigeration Chrysler Marine & Industrial Engines Dodge Job-Rated Trucks Oilite Powdered Metal Products Cycleweld Products Mopar Parts & Accessories 
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Opportunities for Income 
and Price Appreciation 





(Continued from page 103) 
holders will be asked to approve 
the new issue, despite the fact 
that proceeds will be used to retire 
an outstanding issue of $4,059,500 
314% debentures, thus obviously 
raising senior charges prior to 
the common by 14%, although no 
new capital is involved. Aside 
from the strengthening of the 
capital structure to be achieved, 
however, the common sharehold- 
ers stand to benefit from another 
angle. The sinking fund for the 
debentures required an annual 
payment of $320,000 before nef 
available for common dividends 
could be reckoned up. While there 
will be a sinking fund for the new 
preferred as well, the idea is to 
make it only $180,000 per annum, 
thus in effect lifting a $140,000 
burden off the shoulders of the 
equity holders each year, alloting 
to their benefit an amount equal 
to about 23 cents per share. 
Hence although the common 
shareholders may feel slighted in 
being denied an opportunity to 
subscribe to the new preferred, on 
second thought they should 
quickly envisage other advan- 
tages which will accrue to them, 
much more than offsetting the 
first consideration. 

MONSANTO CHEMICAL COM. 
PANY $3.25 cumulative converti- 
ble preference stock, Series A: 
Although in selling around 115 
these shares provide a yield of 
only about 2.8%, holders may in 
time find the convertible feature 
of considerable value. The pref- 
erence shares may be converted 
into 2 shares of common at any 
time prior to June 1, 1956, unless 
previously called at a redemption 
price of 104.50 prior to May 31, 
1949, 103 from then to May 31, 
1952 and 101.50 thereafter. As a 
matter of fact, with the common 
selling recently around 57 per 
share the conversion privilege of 
the preference stock makes the 
latter attractive at its current 
price, irrespective of yield, for the 
small premium involved seems to 
many a modest amount to pay for 
a call upon these shares in a 
strong growth company. Only last 
month when the company elected 
to redeem 64,000 shares of the 
Series A Stock, about 99% of the 
holders took the Common rather 
than the cash. Despite a four 
months’ strike last year which 
closed three of Monsanto’s main 
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plants, net earnings per share 
for 1946 were reported as equal to 
$2.37, against $1.16 in 1945. The 
complete loss of the company’s 
$9,550,000 Styrene plant in the 
explosion at Texas City, Texas, 
will have a temporary effect on 
the company’s earnings. The 
plant, it is understood, is fully 
covered by insurance. More im- 
portant is the loss of some $20 
million annual sales from the out- 
put of this plant. This it is esti- 
mated will lower per share earn- 
ings over the next year or so by 
approximately 25c. None-the-less 
and barring further work stop- 
pages in the current year, it 
would not surprise many people if 
1947 share earnings were to rise 
appreciably. In this event, there 
would be room in any favorable 
stock market for quite a substan- 
tial rise in price. High for the cur- 
rent year was 64 for the common, 
while the 1946 peak for the pref- 
erence shares was 13514. When 
and if the market appears to have 
reached real opportunity levels, 
this convertible issue should war- 
rant close inspection. 





Leaders and Laggards 





(Continued from page 81) 
vestment rating and at the proper 
time could be included in conserv- 
ative portfolios. 

For the first time since Pearl 
Harbor, United Fruit Co. was 
able to sell all of its available 
bananas last year, and with a ton- 
nage near prewar normal. During 
war years the company was for- 
tunate in making satisfactory 
profits from its ship operations 
for the Government and continu- 
ing its unbroken record of divi- 
dends maintained since 1899. In 
the course of a gradual return to 
normal operations in 1946, net 
earnings rose to $4.51 per share, 
against $2.15 in 1945. During the 
current year larger plantings as- 
sure an uptrend in volume and in- 
come from newly delivered ships 
should be substantial. Revenues 
from nearly $50 million in im- 
provements planned for 1946 and 
1947 promise to expand net earn- 
ings as the current year unfolds. 
The current dividend rate of 
$2.50 per share is covered by a 
liberal margin, so that better 
treatment of stockholders may be 
in store. 


Prepared for Lower Prices 
Schenley 


Schenley Distillers Corporation 


achieved such a high earning 
power in 1946 that considerable 
skepticism has been expressed 
over its ability to keep up the 
pace. In its first peacetime year 
since 1941, this concern benefitted 
from a long range wise policy of 
building up substantial stocks of 
aged whiskey. By blending these 
with neutral spirits the company 
was able to supply its many deal. 
ers with impressive amounts of 
much sought after goods. Sales 
last year totalled $643.8 million, 
from which net earnings of $49.1 
million were derived, equal to 
$13.58 per share. With the na- 
tional income at record levels, con- 
sumers of liquor reached out right 
and left, not only for the blends 
but for the higher priced straight 
whiskeys as well. Price resistance 
on a rather widespread scale, how- 
ever, now seems to be expanding, 
and as distillers generally are 
making strides in rebuilding their 
depleted stocks in bond, there isa 
chance that competition may soon 
force lower prices. Many students 
of this industry opine that a down 
trend in net earnings is imminent 
and probably they are right. But 
Schenley’s expanding foreign 
business and diversified activities 
should hold profits to a level much 
above average although consider- 
able shrinkage may begin to show 
up. The company is well prepared 
financially to meet any eventuality 
that may arise. 


Paper in Heavy Demand 


Prospects of a continued imbal- 
ance between supply and demand 
for newsprint brightens the 1947 
outlook for International Paper 
Co. Recent price boosts for this 
item, unless reversed as a matter 
of general policy during the cur- 
rent year make it likely that this 
strong concern could hold net 
earnings close to the $8.50 per 
share established in 1946. Never 
in its history has International 
Paper Co. been so strongly bol- 
stered by finances, lower charges 
and record demand as now and 
that it will cash in on the oppor- 
tunity goes almost without saying. 

In scanning the entire list of con- 
cerns with sizable earnings gains 
shown on our tables, it seems 
evident that in most cases there 
is plenty of room for a consider- 
able recesion in sales and profits 
without endangering present divi- 


dent rates. In many instances} 


such a reversal of earnings trend 


quite conceivably might not even} 
preclude an increasing liberality} 
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towards shareholders. Considering 
the high quality of the companies 
under review, their generally low 
price-earnings ratios and inter- 
esting yields indicate that specu- 
lative caution may have over dis- 
counted potentials for the rest of 
1947, at least. If so, the time may 
not be far distant when some of 
them clearly approach the buying 
zone. In comparing the two diver- 
gent tables, it is interesting to 
note that many of the undoubted 
blue chip issues have slipped off 
pricewise rather more than the 
speculative issues. But apprehen- 
sion over large earnings in most 
instances seems less warranted 
than over possibly transient de- 
clines on the whole. 





Will We Adjust Pacific 





(Continued from page 89) 


to make a fresh start, and (two) 
special priorities and allocations 
of goods required for the rebuild- 
ing of the Islands. 


France Faces Perplexing Problems 
in Indo-China 


A full dress war is still being 
waged in Indo-China between the 
French Army and the Republic of 
Viet Nam which comprises the 
provinces of Annam and Yonkin 
and accounts for a population of 
about 15 million out of the total 
of 24 million. Although France 
recognized the independence of 
the Viet Nam Republic some time 
ago, she would, nevertheless, like 
to keep it within the French Em- 
pire Union. The vast but still 
largely undeveloped resources of 
Indo-China would prove of great 
assistance in the rehabilitation of 
French economy. 

However, the Viet Namese have 
been asking not only for full sov- 
ereignty, but also for the inclusion 
in the new Republic of Cochin- 
China. This is the richest of the 
Indo-Chinese provinces, producing 
the bulk of rice surplus for ex- 
port. The French have naturally 
resented this claim, but somewhat 
high-handed colonial administra- 
tors sent to bring the Viet-Namese 
to their senses have, instead, an- 
tagonized them. There is at pres- 
ent little prospect that the French 
and the Viet-Namese will reach a 
compromise settlement similar to 
that concluded between the Dutch 
and the Indonesians, which would 
permit French participation in 
“7 economic development of Viet 

am. 
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France’s_ short-sighted policy 
has also strengthened the hand of 
Viet Nam extremists. The country 
is now controlled by a party the 
aims of which are totalitarian if 
not communist. The premier is a 
Moscow trained revolutionary. 
Thus while the fight of the Viet 
Namese people for independence 
commands sympathy, at the same 
time the establishment of a com- 
munist state in Southeastern Asia 
would provide Russia with a foot- 
hold in a part of the world where 
low standards of living and edu- 
cation make the broad masses of 
people particularly vulnerable to 
communist propaganda. 


The Importance of Southeastern 
Asia for the United States 


Why are the political and eco- 
nomic developments in South- 
eastern Asia so important for the 
United States? For two reasons. 
In the first place, we are interested 
in the standard of living and the 
purchasing power of some 150 
million people who inhabit this re- 
gion. They have been chieflly 
peasants and plantation workers 
with low purchasing power. With 
the trend away from colonialism 
toward greater industrial and ag- 
ricultural diversification, the liv- 
ing standards of the people in 
Southeastern Asia are bound to 
improve. The people will be in the 
market for agricultural machinery, 
transportation equipment, and 
tools, a good deal of which (cer- 
tainly more than before the war) 
is likely to be purchased in the 
United States. 

Our pre-war sales to South- 
eastern Asia averaged about $140 
million. Last year, as will be seen 
from the accompanying table, we 
sold there goods worth about $400 
million, of which nearly 34,ths went 
to the Philippines alone. We sold 
in the East Indies about twice as 
much as before the war, although 
the trade was limited to the Dutch- 
held areas. 

The second reason for our in- 
terest in Southeastern Asia lies in 
its importance as a producer of 
raw materials and _ foodstuffs. 
Southeastern Asia possesses a 
unique combination of factors not 
present in other tropical areas: an 
ample supply of cheap labor, min- 
eral wealth, and fertile soil. For- 
merly it also had political and 
social stability. The United States 
was in particular dependent upon 
the products of Southeastern Asia. 
When we were denied access to its 
rubber, tin, chinchona, hemp, veg- 


etable oils and a long list of other 
products, we had to build up new 
industries, develop substitutes or 
other sources of supply at a great 
cost to ourselves. 


Increased Flow of Commodities 
Expected 


The world raw material and food 
situation can hardly return to 
normal without surpluses from 
Southeastern Asia appearing on 
the market. Once this happens on 
fairly large scale, some price ad- 
justments are bound to take place. 
Certainly the tropical areas of 
Latin America and Africa, which 
have had markets for some com- 
modities pretty much for them- 
selves, are bound to feel increased 
competition. Such increased com- 
petition could start a whole chain 
of deflationary developments par- 
ticularly in Latin America. 

The question is, however, will 
Southeastern Asia produce sur- 
pluses of raw materials and food- 
stuffs in pre-war quantities? The 
answer to this question depends 
upon the political and social sta- 
bility of the new independent 
countries. The policies of Indo- 
nesian, Burmese, and unquestion- 
ably also Viet Namese Govern- 
ments may not be conducive to 
foreign investments on the pre 
war scale. Thus far, the assistance 
of foreign capital seems to be as- 
sured only for the Philippines, 
British Malaya, and those parts 
of the East Indies and Indo-China 
which will remain under either 
Dutch or French controls. 

Most encouraging has been the 
out-flow of rubber. Over 1,000,000 
tons or almost as much as before 
the war, were shipped out of 
Southeastern Asia in 1946. In fact, 
Singapore could not handle all the 
rubber offered, and there has been 
considerable accumulation of 
stocks. This year, with the open- 
ing of Java, the flow of crude rub- 
ber to consuming markets should 
be even greater. At least there 
has been no evidence of a petering 
out of flush yields obtained from 
the rested trees. 

Shipments of palm oil and copra, 
which should go far to relieve the 
tight fats and oils situation, are 
likewise promising. It was _ ex- 
pected even before the Cheribon 
truce was signed, that the Dutch 
controlled areas of the East Indies 
would ship in 1947 at least 220,000 
tons of copra, or more than one- 


third of the pre-war amount. Thef 
1947 shipments amounted to 60,} 
000 tons. Philippine copra exports} 
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Con Edison reports 


to its electric, gas and 


DURING 


























steam customers... 


1946... 


We cut electric rateS more than $9,000,000, 
the second largest rate cut in our history. This 
—our seventeenth reduction since 1929—fol- 
lowed a cut of over $6,000,000 in 1945. As a 
business-managed, tax-paying concern, we are 
proud of this record. 


We supplied 11.4% more electricity ana 5.49; 
more gas to residential users . . . adding about 
6,250 new gas heating customers, mostly in 
Queens, the Bronx and Westchester. 


We raised wages, our operating payroll increas- 
ing by more than $9,000,000 to a total of over 
$80,000,000 annually. Average weekly pay 
reached $55.68, as compared with $36.38 in 1937. 


We contributed $1,347,321 for our employees’ 


group insurance and medical care—about 2; 
the total cost. We also paid: $1,710,511 to sick 
employees; $360,220 to the employees’ Sick 
Benefit Fund; and mailed $3,691,566 in pension 


checks. 


We found that 400 of our largest wartime in- 
dustrial customers were using 61% more elec- 
tricity than in 1939.. 
“our town’ from war to peace- 


. evidence of the healthy 
conversion in 
time production. 


Our fuel bill was higher by $7,197,782 than in 
1945. To be on the safe side, we are now increas- 
ing fuel reserves in order to afford still greater 
protection to our customers in meeting future 


contingencies. 


(COM PAN ¥: OF NEW YORK, 








—— 




















— 

















anit 


We set aside $69,664,981 for taxes —22. 
out of every dollar you paid us (not counting 
the City Sales Tax). $31,447,540 of this amount 
went to the City of New York, to help meet the 
costs of municipal operations. 


We met six fuel emergencies caused by strikes 
without interrupting service to any user. At one 
time our 800,000-ton coal stockpile shrank to 
86,000 tons. Thanks to our special equipment, 
we generated one-fourth of our power with oil 
during this period. 


We launched a five-year plan to spend $250,- 
000,000 in new construction and improvements 
to meet increasing demands for electricity, gas 
and steam now and in the years to come. This 
amount may be increased as the future develops. 


tally hors who tack dalle 


ae ee ar ee er ere ee $313,805,000 . . . 100% 
This was used: 
OP RINGS a> 5 owe oa ee eles 80,512,000 . . . 25.6% 
GT sas “6.6 wba et eree te ce 69,665,000 . . . 22.2% 
For fuel—coalandoil ......., 54,344,000 . . . 17.3% 
For materials and outside services 23,401,000... 7.5% 
For depreciation of plant and equipment 34,009,000 . . . 10.8% 
For interest on long term 
debt and othercosts ....... 15,671,000... . 5.0% 
For dividends—Preferred Stock— 
to 33,805 stockholders ...... 10,945,000... . 3.5% 
For dividends—Common Stock— 
to 121,392 stockholders ...... 18,362,000... . 5.9% 
For surplus—for investment in new . 
construction and other assets. . . . 6,896,000... 2.2% 
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York 3, N. Y. 


FREE TO OUR CUSTOMERS! A copy of our 32-page Annual Report for 


tails of the year’s financial results and operations, will be sent 


free on request. Just drop a postal card to Con Edison, 4 Irving Place, New 
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The Baltimore and Ohio 
Railroad Company 


SUMMARY OF ANNUAL REPORT 1946 


TO ALL SECURITY HOLDERS: 


In 1946 the operating revenues of the Company were $304,984,716, or 
$56,388,502 less than in 1945. Operating expenses were $275,212,290, or 
$21,449,257 less than in 1945; however, included in the 1945 figures was 
$18,571,715 representing balance of cost of war emergency facilities 
unamortized when the emergency period was terminated by Presidential 
Proclamation, September 29, 1945, which distorts the comparison. Taxes in 
1946 show a net credit of $338,529, a decrease of $20,412,784. This is due 
entirely to a tax carry-back credit of $20,148,000 claimed by the Company 
under the provision of the law which permits the carrying back of the 
1946 operating loss and recomputation of income and excess profits taxes 
of prior years. 

The revenues, expenses and net earnings for 1946 were: 




















REVENUES: 
Year Compared 
1946 With 1945 
From transportation of freight, pas- 
sengers, mail, express, etc... $304,984,716 D $56,388,502 
From other sources—interest, divi- 
Genus; wens; Ol 6,393,098 D 397,790 
Total bareattecsseiaseecs vonee 9$311,377,814 D $56,786,292 
EXPENSES: 
Payrolls, fuel, material, etc. $275,212,290 D $21,449,257 
Taxes Eee 338,529 D 20,412,784 
Equipment and Joint Facility Rents 4,599,152 D 3,385,823 
$279,472,913 D $45,247,864 
All other— interest on debt, rents, etc. 27,343,972 D 197,956 
Total $306,.816,885 D $45,445,820 
Net Earnings wuee $ 4,560,929 D $11,340,472 
As a result of legislation, known as the ‘Crosser Bill," enacted by the 


79th Congress, payroll taxes, are considerably increased, effective January 
1, 1947, and it is estimated that this increase will add to the Company’s 
costs more than $4,000,000 annually. 


The increase in costs of the Company by reason of higher wages, added 
payroll taxes and higher advanced prices of fuel and material, compared 
with January |, 1946, is estimated at $44,000,000 annually. To partially 
offset the additional costs, the railroads in Apri: 1946, made application 
to the Interstate Commezce Commission for an increase in freight rates 
averaging about 19%, to be effective on short notice and in advance of 
hearing and final disposition of the petition. This was not granted, but 
permission was given to restore, effective July |, 1946, the emergency 
freight rates and other charges authorized March 2, 1942, which had been 
under suspension since July 1, 1944, with certain modest additions. 

This interim increase approximated only 7%. Following further hearings, 
the Commission authorized a permanent increase in freight rates and 
charges, effective January !, 1947, estimated to add about 17.7% to the 
freight revenues of the Company in 1947. 


Over the last 15 years, the rate of return of the Company has averaged 
only 3.62%. In 1946, even with the tax carry-back credit of $20,148,000 
included, the rate of return was only 2.85%; excluding the tax carry-back 
credit, the figure would be less than 1%. Money invested in other public 
utilities and general lines of business has been earning about 2!/2 times as 
much as that invested in railroads. Railroads need rates which will permit 
them to earn a return of not less than 6%. Such fair return will sustain 
railroad credit and attract the investments of the public in railroad securities 
which are necessary to modernize facilities and provide better service, all 
in all the best interests of patrons, employees and investors alike. 

The President and Directors acknowledge with appreciation the continued 
loyalty and assistance of stockholders, patrons, Governmental agencies, 


officers and employees. x 
R. B, White, President 

















in 1947 are expected to be larger 
than in 1946, when some 665,000 
tons were shipped — more than 
before the war. 

On the other hand the estimate 
that the countries of Southeastern 
Asia may ship at least 75,000 tons 
of tin (compared with 20,000 tons 
shipped in 1946) is being lowered, 
Delays in obtaining machinery, as 
well as labor and food shortages 
and exchange difficulties, are hold- 
ing up tin shipments from Indo- 
China and Siam in particular. 

The situation in the most im- 
portant crop of Southeastern Asia, 
rice, is still tight, the exportable 
surplus in 1947 is now anticipated 
to be only slightly larger than last 
year when “the big three rice 
producers” (Burma, Siam, and 
Indo-China) produced only about 
20 per cent of the pre-war output. 
Export of oriental rice to Europe 
appears unlikely. The greatest 
progress in returning to normal 
has been made by Burma. 

One may conclude the survey of 
Southeastern Asia with the words 
written by Professor J. B. Confliffe 
of the University of California 
about Asia in general: “The 
people of Asia could come to the 
modernization either by the Soviet 
or the American route. If the 
United States and its associates in 
the free-enterprise world are to 
help the people of Asia to modern- 
ize, something more is necessary 
than lending or competitive trad- 
ing. Some way must be found in 
which our potential customers in 
Asia may acquire skills and the 
know-how to trade with us upon 
more equal terms.” Professor Con- 
fliffe expects that the struggle for 
“the soul of Asia” between the to- 
talitarian-communist way and the 
American-free enterprise way will 
continue during the remainder of 
the 20th Century. 





Coordinating Taxes 





(Continued from page 83) 

The coordination of Federal, 
State and Local taxes would go a 
long way toward helping to cor- 
rect these evils as well as the in- 
justices inherent in multiple and 
overlapping taxes caused by the 
independent levying of taxes by 
all of the various taxing authori- 
ties, with no apparent considera- 
tion for the tax structure as a 
whole, which results in eminently 
unfair and uneconomic distribu- 
tion of the burden, affecting the 
foundation of government and 
threatening the very existence 


of the various business and} 


THE MAGAZINE OF WALL STREET : 








\ 





AP 





argey 
5,000 
than 


imate 
stern 
) tons 
) tons 
ered, 
ry, as 
tages 
hold- 
Indo- 


t im- 
Asia, 
table 
ated 
1 last 

rice 

and 
bout 
tput. 
rope 
atest 
rmal 


ey of 
rords 
fliffe 
ornia 
“The 
» the 
oviet 

the 
es in 
re to 
lern- 
sary 
trad- 
id in 
rs in 

the 
upon 
Con- 
e for 
e to- 
1 the 
- will 
ay of 


eral, 
go a 
cor- 
e in- 
and 
the 
3 by 
nori- 
lera- 
AS a 
ntly 
“ibu- 
the 
and 
ence 


and f 


CEETE 

















Notice of Special Meetings 
of Stockholders 


SOUTHERN CALIFORNIA EDISON COMPANY LID. 


To the Stockholders of Southern California Edison Company Ltd. 


(A) A special meeting of all stockholders of Southern California Edison Company Ltd., 
has been called by the Board of Directors to be held at the principal office of the Company, 
Edison Building, 601 West Fifth Street, Los Angeles, California, on Tuesday, May 6, 1947, 
at 9 o'clock A. M., for the purpose of considering and acting upon the proposal heretofore 
adopted by the Board of Directors, to amend Articles First, Fourth and Sixth of the Articles 
of Incorporation to read as set forth in the Company’s Proxy Statement dated March 29,1947. 


(B) A special meeting of the holders of the Original Preferred Stock and Common 
Stock of Southern California Edison Company Ltd., has been called by the Board of 
Directors to be held at the principal office of the Company, Edison Building, 601 West 
Fifth Street, Los Angeles, California, on Tuesday, May 6, 1947, at 11 o'clock A. M., for 
the purpose of considering and acting upon the proposal heretofore adopted by the Board 
of Directors, to amend Articles First, Fourth and Sixth of the Articles of Incorporation to 
read as set forth in the Company’s Proxy Statement dated March 29, 1947. 

The principal purposes of the proposed amendments are: (a) to eliminate “Ltd.” from 
the Company’s name; (b) to make the Company’s corporate existence perpetual; (c) to 
authorize two new classes of preferred stock to be designated respectively Cumulative 
Preferred Stock, comprising 6,000,000 shares of the par value of $25 each, issuable in 
series, and Preference Stock, comprising 3,000,000 shares of the same par value, issuable 
in series, with authorization to the Board of Directors to determine the dividend rate, con- 
version rights, voting rights, redemption price and /or liquidation preferences of any wholly 
unissued series of either class of such stocks and to fix the number of shares constituting 
any unissued series; and (d) to increase the authorized amount of Common Stock from 
4,400,000 shares to 8,000,000 shares. 


The special meeting of the holders of Original Preferred Stock and Common Stock 
referred to in paragraph B will consider the proposal to amend the Articles of Incorporation 
only in the event that the vote of the holders of two-thirds of all the outstanding capital 
stock should not be obtained for the approval of such proposal at the special meeting of all 
stockholders referred to in paragraph A above, or at any adjournment thereof. If the re- 
quired two-thirds vote is obtained at the meeting referred to in paragraph A, no business 
will be transacted at the second meeting. 

The close of business April 21, 1947 is the record date for the determination of the 
stockholders entitled to notice of and to vote at the respective special meetings referred 
to above, and at any adjournment or adjournments thereof. 


SOUTHERN CALIFORNIA EDISON COMPANY LTD. 
O. V. SHOWERS, Secretary 
Los Angeles, California 
Dated March 29, 1947. 
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individual sources of taxation. 

A well designed plan for the co- 
ordination of Federal, State and 
Municipal taxes should include the 
following essentials: (1) Simplic- 
ity and economy in administration 
and compliance. (2) Flexibility 
and (3) Equity of burdens. 

With this in mind, we feel that 
the Federal Government should be 
established as the principal col- 
lecting agency for nation-wide 
taxes, permitting the State and 
Local governments to add supple- 
ments or additions to the Federal 
levy. The application of this 
System to the income tax 
would work in essence as follows. 
Each state or municipality would 
inform the federal government as 
to the rates it is to collect from its 
citizens, and the federal govern- 
ment would collect the state and 
municipal levies as well as its own. 
The federal government would re- 
tain its portion of the tax and the 
balance would be turned over to 
the state or municipality, less ad- 
ministration expenses. 

The same principles could be 
applied, with equitable bases of 
apportionment, to gasoline taxes, 
cigarette taxes, liquor taxes and 
to other forms of taxation in 
which the Federal Government is 
better fitted to do the work of col- 
lecting than the state or munici- 
palities. 

This system would permit great 
flexibility to the states and muni- 
cipalities. They would be allowed 
complete independence as to the 
level and type of exemptions and 
the rates to be applied, in con- 
formity with their particular 
needs. If the states or munici- 
palities do not desire a particular 
type of revenue, they need not 
adopt it. 

In addition this system would: 
: Greatly reduce the costs of ad- 

ministration, since the taxes 
would be collected by the one 
agency most economically and 
administratively suited to the 
task. 

2. Greatly reduce, if not entirely 
eliminate, multiple taxation and 
confusion, since taxes would be 
payable to the one source. 


3. Vastly reduce administration 


costs to the taxpayer, since 
there would be only one com- 
bined Federal-State-Municipal 
report required for each type of 
tax. 

4.Permit the use of the income 
tax by those states and mu- 
nicipalities which have been 
prevented from doing so by lack 
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of the requisite facilities to ad- 

minister such a tax efficiently. 

This would, obviously, permit 

these authorities to substitute 

the income tax for a host of 
miscellaneous taxes. 

The above system applies sound 
business principles of reorganiza- 
tion and management to our tax 
structure. In the final analysis, 
our government is the biggest 
business in the world. It is, there- 
fore, fitting that Americans, who 
have set the pace for the entire 
world in organization and sound 
management of business, should 
set the example for the world by 
applying these proven principles 
to governmental fiscal policy. 





New Horizons for Coal 
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were responsible for announcing 
hydrocarbon synthesis and by 
1933 had started commercial op- 
erations in the Ruhr. They blasted 
coal or coke with air to produce a 
tremendous temperature, alter- 
nately applying steam to check 
the process in order to produce 
carbon monoxide and hydrogen. 
Next they forced this gas through 
a vast labyrinth of cooling reac- 
tors, using pellet catalysts to dis- 
tribute the heat, by this method 
proceeding to separate their ma- 
terial into various petroleum prod- 
ucts. After studv of this process, 
the Standard Oil Development 
Company succeeded in achieving 
some very substantial improve- 
ments which reduce not only cap- 
ital outlays but production costs. 
and making strides to increase all 
around efficiency. 

By one method the coal is 
ground to a fine powder before 
going into the heating chamber. 
Then by using a proportion of 
oxygen and by simultaneous blast- 
ing with steam, the synthesis gas 
as it is commonly called is pro- 
duced as a first step. By this 
method the coal is practically 
fluidized. The next and greatest 
improvement is created by use of 
the Fluid type of catalyst, a finely 
ground mass of iron particles sur- 
rounding the reactor compart- 
ments. By using this Fluid proc- 
ess it is possible to reduce the 
number of reactors from 128 as 
employed in a Fischer-Tropsch 
plant to only four, in producing 
10,000 barrels per day of fuels. 
When the synthetic gas is forced 
through the catalyst into the re- 
actors a tremendous heat is gen- 


erated, the molecules of the gas 
are regrouped in various arrange- 
ments, and as the vapors are 
withdrawn from the top of the re 
actor they are separated to form 
the different primary products of 
value. High grade _ gasoline, 
smaller amounts of Diesel fuel, 
alcohols and acids finally emerge 
after finishing processes have 
been completed. 
Substantial Investment Needed 
for Development 

Brief as this condensed descrip- 
tion of the operation from start to 
finish has been, and simple though 
it may sound to the uninformed, 
the complexities in the chemical 
range are immense. Even the 
most astute chemists are unable 
to account for the transformation 
which occurs inside the reactors, 
that is to say from a deeply ana- 
lytical standpoint .But it is enough 
to know that the process works 
as it goes. As for physical prob- 
lems, these too are complicated 
and involve a great deal of initial 
expense. For one thing, 75 mil- 
lion cubic feet of oxygen are re- 
quired daily in the operation of 
a 10,000 barrel-per-day plant, and 
to produce it 375 million cubic feet 
of air must be liquefied at temper- 
atures lower than minus 300 de- 
grees Farenheit. Available also for 
a plant of this same size must be 
a supply of 15 million gallons of 
water every day. All told it is 
small wonder that very large 
amounts of capital and up to two 
years time are needed before a 
new plant can be put into full op- 
eration, and at that it must be 
adjacent to not only a large 
coal supply but to one of water, 
too. On the face of it, therefore, 
the commercial application of the 
process will be restricted for more 
than one reason, both territorially 
and to a relatively few concerns 
affluent enough to put it into op- 
eration, unless research in time 
simplifies the numerous problems. 

By this same reasoning, how- 
ever, the extraction of gasoline 
and other petroleum components 
from natural gas has its limits. 
This form of gas comes from 
widely separated pools and while 
perhaps a billion cubic feet of it 
now goes to waste over a very 
short period, it is not all located 
where it could be piped into an 
essentially permanent and very 
costly synthetic gasoline plant. 
Then, too, the demand for natural 
gas itself is expanding so fast, 
that in the long run the supply 
available for processing may 
sharply contract. Currently, of 
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course, it is more practical from 
the cost viewpoint to use the nat- 
ural gas rather than coal for pro- 
ducing gasoline but later on all 
eyes may have to turn to the solid 
material. 

By 1965 it is thought that do- 
mestic consumption of gasoline 
may expand to around a billion 
barrels a year, in which event a 
small portion of our coal reserves 
could conceivably meet all needs 
for 3000 years to come. As the 
time probably will not come soon 
when coal and coke, the latter 
with its tars and chemical by- 
products, fade into major disuse, 
the many competitors in the field 
will keep right on struggling as 
at present. Other new horizons, 
too, are appearing as_ science 
promises remarkable efficiency for 
turbine driven locomotives with 
powdered and blasted coal for fuel. 
For some of the big miners, 
though, there is a chance that 
their markets may multiply when 
synthesis really gets into its 
stride. 


Varying Future for Textiles 


(Continued from page 98) 
such lack of stability for they 
have rushed to place orders far in 
advance during periods of rising 
prices. Mill operations rise to un- 
waranted heights, inventories in- 
crease; but primarily demand 
falls, accompanied by price de- 
clines. Lower demand may con- 
tinue for a considerable period if 
consumer stocks of wearing ap- 
parel, towlings, sheetings, etc. are 
too high and consumer income has 
suffered a decline. Integration of 
operations from acquisition of 
yarn to distribution has contrib- 
uted in recent vears to more sta- 
bilitv of operations. An example 
of a modern, integrated company 
is Burlington Mills, which was 
discussed in the Magazine of Wall 
Street of April 12, 1947, page 27. 
This company has been a leader 
in the trend to production of fab- 
rics from rayon yarns, and ab- 
sorbs in its operations over 10 per 
cent of the output of synthetic 
filaments. Distribution is effected 
under the Bur-Mill trade name. 

The three largest rayon pro- 
ducers discussed in the para- 
graphs below, enjoy a favorable 
position for the reason among 
others previously referred to, that 
demand exceeds capacity to pro- 
duce. The notable expansion in the 
use of rayon over a period of more 
than twenty years is shown by 
growth from 1 per cent of total 
yarn consumed in 1923 to about 
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WHAT IT TAKES 


TO BE 
"THE GREATEST NAME IN RUBBER” 


The 48th Annual Report of The Goodyear Tire & Rubber 
Company, recently released, presents an accurate financial pic- 
ture of our operations for the year 1946. But there is another 
way to show what it takes to be The Greatest Name in Rubber. 





It Takes People ... 72,300 men and women...directly employed 

1 by Goodyear in the United States and abroad... 
not including thousands of Goodyear retailers or 
the countless employees on the payrolls of our 
suppliers, distributors, shippers, etc. 





It Takes Research... Goodyear maintains one of 
the best staffed and equipped industrial laboratories in 
the world, for constant product improvements, and to 
create new products of rubber, synthetics and plastics. 





It Takes Plants, Machinery and Equipment... Goodyear 
: now has 44 factories, mills and plantations in 13 
ane ~ states of the U. S. and in 21 foreign countries. 





It Takes Raw Materials . .. supplied by com- ~& 
panies spread literally around the world; this, in ad- 7” SSA 
dition to Goodyear’s own sources. = 


It Takes Money. .. $265,392,366 invested in physical properties, 
as of December 31, 1946. $173,575,000 for annual payrolls, to pro- 
vide Goodyear employees with the highest average 
LUE hourly wages in the 48 years of Goodyear progress. 
$174,500,000 for working capital, to finance ex- 

panding production, distribution and sales. 


It Takes Confidence . . . by 54,539 shareholders in 48 
states and foreign countries .. .confidence by the public, who 
have long recognized Goodyear as “The Greatest Name 
in Rubber” and who, for over a quarter of a century, have 
bought more Goodyear tires than any other kind. 






It Takes Management... progressive management... with the 
ft) foresight to create new products and to develop new 
markets ... yet always protecting the quality that has 


meant Goodyear for nearly half a century. 


oS 











Above all, it takes an Ideal . . . “To make Goodyear 
products better today than they were yesterday, better tomorrow than 
they are today.” That ideal has dominated everything Goodyear has done 
for 48 years... and will continue to do so. That ideal has made Goodyear 
the world’s leading rubber company. We believe it will keep it so. 


GOOD/YEAR 
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UNITED STATES LINES 
COMPANY 


Common 
Stock 
DIVIDENDS 





The Board of Directors has authorized 
the payment of a quarterly dividend of 
fifty cents ($.50) per share payable June 12, 
1947 to holders of common stock of record 
June 2, 1947 who on that date hold regu- 
larly issued common shares ($1.00 par) of 
this Company. 

The Board has also authorized the pay 
ment of twenty-five cents ($.25) per share 
payable April 30, 1947 to holders of com- 
mon stock of record April 18, 1947 who 
on that date hold regularly issued common 
shares ($1.00 par) of this Company. This 
disbursement with the twenty-five cent 
dividend paid March 10, 1947 places the 
shares on a two dollar ($2) annual basis 
from the beginning of 1947. 

Holders of former stock issues of the 
Company entitled to issuance of common 
stock ($1.00 par) in exchange for their 
holdings will be paid these dividends when 
exchange is made. : 

CHAS. F. BRADLEY, Secretary 


One Broadway. New York 4, N. Y. 





NOMA 


Electric Corporation 
55 W. 13th St. New York 11, N.Y 





The Board of Directors has de- 
clared a dividend of Twenty- 
five cents (25¢) a share on the 
Capital Stock of this Corpora- 
tion, payable May 15, 1947, to 
stockholders of record at the 
close of business April 30, 1947. 
HENRI SADACCA 
President 


April 15, 1947 

















Interesting 


Circulars 


FOR OUR READERS 


On request on your letterhead, but 
without obligation, any of the circu- 
lars listed below will be sent direct 
from the issuing firm. Limit each letter 
to a request for one circular, giving 
your name and address, 


ADDRESS: Booklet Department — 
Magazine of Wall Street, 90 Broad 
Street, New York 4, N. Y. 


Primer for Investors—Guide book for 
new investors to explain the termin- 
ology of Wall Street. Also a section 
devoted to estates, trusts and wills. 
Prepared by large N.Y.S.E, member 
firm. 


Forging Ahead in Business — 64-page 
booklet describing program of execu- 
tive training will be sent free when 
requested on your Company’s letter- 
head. 


Analysis of the stock of a Chemical 
Company in the atomic field, Issued by 
a brokerage house. 


If You Own any insurance or intend to, 
you will want to see this booklet issued 
by one of America’s largest insurance 
companies. 
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13 per cent in 1946. The latter 
percentage leaves ample room for 
continuing expansion. 

Increase in production of man- 
created rayon staple fiber demon- 
strates its tremendous potentials 
when considered with the fact 
that demand greatly exceeds avail- 
able supply. In the last ten years 
production has increased from 12 
million pounds, representing 4 per 
cent of the major man-made tex- 
tiles to 176 million pounds pro- 
duced in 1946, or 27 per cent of 
total man-made fibers produced 
for textile purpose. 


American Viscose Corp.: Largest 
producer of rayon, this company 
manufactures principally viscose 
process rayon yarn for the textile 
industry consisting of types urg- 
ently needed for clothing, fabrics 
for home furnishings and various 
other purposes. Virtually the en- 
tire output is sold in the United 
States, the continuous filament 
yarns being taken mainly by 
wavers, yarn jobbers and yarn 
converters, and the staple fiber by 
spinners and spinner-weavers for 
blending with cotton, wool and 
rayon yarn. Rayon shipments in 
1946, which totalled 302 million 
pounds, were the largest in history 
and compared with 267 million 
pounds in 1945, an increase of 13 
per cent. Although canpacitv was 
increased last year through ex- 
penditures of $13,798,000 for addi- 
tions to plant and equipment, 
against $10,189,000 in 1945, de- 
mand greatly exceeded productive 
capacity last year. The estimated 
cost of completing proiects author- 
ized to December 31, 1946 was ap- 
proximately $31,000,000, includ- 
ing a new ravon staple plant at 
tedford, Virginia. Annual capac- 
ity of staple fiber already exceeds 
100 million pounds of viscose and 
5 million pounds of acetate. Wovk- 
ing capital last year increased by 
$7,6000,000, which added to the 
increase of $18,300,000 in 1945, 
provided $25,900,000 addition to 
working capital in the last two 
years. At the close of 1946, total 
cash and U. S. Government securi- 
ties was $34,900,000 in excess of 
total current liabilities. Thus, 
American Viscose is well heeled to 
provide the additions to capacity. 
It is not known whether it will go 
ahead as construction costs are 
high. ; 

The largest rayon plant which 
is at Front Royal, Virginia, is one 
of seven company plants located 
in Virginia, West Virginia and 
Pennsylvania. It was expanded 


during the war to increase the 
output of rayon tire yarn. Total 
annual capacity of American Vis- 
cose tire yarn production is about 
85 million pounds and capacity for 
converting yarn into tire fabric 


totals 39 million pounds per 
annum. 
Industrial Rayon Corp.: The 


management of this corporation 
recently stated that the annual 
capacity of the rayon industry to 
produce tire cord is only 240 
million pounds. This is less than 
two-thirds of the current over-all 
demand of 350 million pounds 
which takes into consideration 
the fact that the major tire com- 
panies have stated their intentions 
to use viscose process rayon tire 
cord, not only for bus and truck 
tires but in passenger car tires. 
This types of rayon had proven 
during the war its great superi- 
ority in heavy duty service. Ca- 
pacity of the company is about 
40 million pounds of tire yarn and 
30 million pounds of textile yarns. 
An under-capacity of viscose 
rayon production for textile usage 
is also noted. Since 1941 there has 
been practically no increase in 
plant capacity for viscose rayon to 
meet the expanded requirements 
of the textile market. As a result, 
it is generally agreed that today 
the textile industry is supplied 
only to the extent of about 50 per 
cent of its requirements. 
Celanese Corporation of America: 
This company has an important 
and growing stake in the three 
most dynamic fields of manufac- 
ture,—synthetic textiles, plastics 
and chemicals. The name, Cela- 
nese, has long been prominently 
identified with cellulose acetate 
(produced from plant fibers) 
yarns and quality fabrics. The 
yarn differs from viseose and cu- 
prammonium types of rayon both 
in its manufacture and properties. 
(Briefly, cuprammonium types, a 
relatively small part of rayon pro- 
duction, more closely resemble silk 
than other rayons. These aggres- 
sively promoted Bemberg yarns 
are also used in combination with 


‘silk and with acetate or viscose 


rayon for sheer woven dress fab- 
rics, knitted lingerie, and other 
types of apparel). 

Celanese had not expanded net 
plant account during the war pe- 
riod, except to a moderate degree; 
but sales gained each year. A not- 
able sales increase occurred in 
1942 as thee ompany swung into 
war production. A significant in- 
crease of $31,000,000 to $135,202,- 
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LOW- 
INCOME STOCKS | 


6% Average Yield—1946 Dividends at April 3 Closing 


© Act now to get this new Standard & Poor’s Selected List— 
for better-than-average Dividends—made up of issues selling 
in the neighborhood of, or below, 20. 

Appreciation prospects in the next rise for this Selected List 
are excellent, too. For example, these stocks rose 297.1% from 
1942 lows to 1946 highs. During the same period the Standard 
& Poor's Daily Industrial Index rose only 100% 

Our Analytical and Statistical Staff has fine-combed the entire 
Low-Priced Stock field to uncover this Special Group of 11 
Selected Income Issues. On the basis of experience and thor- 
oughly tested market studies, we present this group as a guide 


study and list of 11 Low-Priced Income Stocks. At no added cost, we 
will send you the next three issues of Poor's Investment Advicory 
Service, a leading guide for thousands of successful investors. 


Offer open to new readers only. 


POOR’S INVESTMENT ADVISORY SERVICE 


Standard & Poor's Corporation (Esta 2 — 
345 Hudson Street, New York 14, 


‘|. Mail $1 with this ad and your name and address for this important 
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000 was recorded in 1946, due to 
the extent of roughly 50 per cent 
to the merger in February, 1946 
of Tubize Rayon Corp., owner and 
operator of two important plants. 
Celanese informed shareholders 
April 8, 1947 that sales in the first 
quarter of 1947 were equivalent 
to an annual rate of $177,500,000, 
with all three divisions participat- 
ing in the increase. Space permits 
only brief references to the major 
chemical and plastics divisions. 
Additional units of the chemical 
plant near Bishop, Texas and the 
plastics plant at Belvidere, N. J. 
were completed in 1946 and fur- 
ther expansions are planned. 

The textile industry has been 
less subject to labor troubles than 
perhaps any major industry. 
Rayon companies have had prac- 
tically no labor problems as they 
were quick to increase wages. 

Outlook For Textiles 

As indicated under Price Factor 
Is Important, and confirmed by 
most recent reports in the textile 
trade, lower prices are expected to 
be the rule in the autumn whole- 
sale markets to be opened during 
the next month. Due to the cau- 
tious buying policies of retailers 
stemming from the attitude of the 
ultimate consumer, it appears 
necessary for manufacturers to 
revise price lines downward. Thus, 
profit margins may be narrowed 
in the process of stimulating 
greater unit turnover in the cur- 
rent readjustment period. An ele- 
ment of some strength is provided 
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by the foreign demand which is 
likely to continue to be substantial 
for several years. 





Free Enterprise 





(Continued from page 78) 
important contributions to expan- 
sion of world trade and, ulti- 
mately, to achievement and main- 
tenance of high levels of employ- 
ment, production and purchasing 
power. Also, through these inter- 
national institutions, we have 
enlisted the cooperation of over 
forty nations in joint efforts to 
meet pressing world economic 
problems through the Interna- 
tional Trade Organization. 

The USA has taken the lead in 
proposing a charter for world 
trade. A meeting of representa- 
tives of eighteen nations cur- 
rently being held in Geneva, 
Switzerland, is attempting to 
complete the work of a prepara- 
tory committee that convened in 
London last year. It can hardly 
be overemphasized that adoption 
by these nations of a code of fair 
trade practices in international 
trade is most vital to the success 
of our foreign policy, both political 
and economic. The outcome of the 
Geneva conference will determine 
whether each country will go its 
own way or whether the world’s 
leading commercial nations will 
work together to make freer and 
expanding world trade feasible. 

Two Prongs of our New Policy 

Two approaches will be followed 
in Geneva. We are seeking to ob- 


tain a reduction of trade barrier; 
in two ways: (1) Through six. 
teen new or revised reciprocal 
trade agreements to be negotiate 
on the spot. This is our first ob. 
jective, and our negotiators ar 
armed with authority to slash 
tariffs by as much as 50% on 


‘some 3,000 products, on a recip. 


rocal basis. (2) Through agree. 
ment on a charter for the ITO 
which is to be a _ permanent 
agency that will devise new rules 
for world trade, and will try to 
see them carried out. 

Despite the tentative agree. 
ments reached in London, much 
remains to be done and no striking 
results should be expected shortly, 

Thus the Geneva conference is 
likely to run into long months of 
negotiations if effective interna. 
tional cooperation, essential to 
political peace, is to be achieved. A 
great many differences remain to 
be reconciled, and the absence of 
one key country—Russia, with its 
own economic block—renders the 
task no easier. 

We must Unlock Door to 
World Commerce 

It is essential to realize that if 
we are to obtain trade conces- 
sions, if the work at Geneva is to 
be fruitful, we must make conces- 
sions ourselves. The urgent need 
for greater USA imports to bal 
ance our trade with the rest of 
the world has already been shown. 
If we do not have peaceful and 
expanding world trade, then most 
surely it is to be feared that the 
nations of the world will again 
resort to increasing use of the 
weapons of economic war. To 
avoid this is one of the foremost 
aims of our policy. It is recog: 
nized, of course, that for the time 
being there are definitely limit- 
ing factors that militate against 
mutual trade expansion, especially 
in expansion of foreign exports. 
They root not so much in our tar: 
iff, or in the lack of a domestic 
market for foreign goods, but in 
inability of foreign manufactur: 
ers to produce them. To over- 
come this obstacle is part of our 
program of assistance; until it is 
overcome, better balance of world 
trade must remain an elusive goal 
or else, trade must ultimately 
shrink. 

Basically, our aggresive new 
foreign policy is a recognition 
that ‘the nations of the world are 
politically divided into two 
worlds.” And_ essentially, the 
heavy outlays entailed by our pro 
gram must be viewed as an in 


vestment in free enterprise, just 
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Arriers ss support of the cause of freedom 
a Rr isthe keystone of our new foreign 
"0c A 
policy. IMPERIAL OIL LIMITED 
ry We have made a tremendous 
ty oe pontribution to the winning of NOTICE OF ANNUAL GENERAL MEETING 
pi military victory, and the outlays 
a ash fi that will be needed for carrying OF SHAREHOLDERS 
/© OB out our policy are necessary for ; 
Yrecip-§ the preservation of the fruits of NOTICE is hereby given that the Annual General 
agree-B that victory. The vital issues ar Meeting of the Shareholders of Imperial Oil Limited 
e ITO ; ” will be held in the auditorium of the City Hall in the 
lane peace, freedom and security. Un- City of Sarnia, Ontario, on Monday, the 28th day of 
sae Dt locking the door to world com- April, 1947, at the hour of 2.30 o’clock in the afternoon 
y rules merce will not only aid world (Eastern Time)* for the purpose of confirming and 
try to peace and security but will impor- sanctioning By-Laws enacted by the Directors including 
tant] id i taini . By-Law No. 338 providing for accident, sickness and 
a _ [a ee Oe ae death benefits for employees, of receiving and con- 
al tional vegans. d at the proper level sidering the report of the Directors, the Balance Sheet 
vikin required to maintain a high rate and Auditor’s Report, of electing Directors and 
vs e of production and employment. It appointing Auditors for the ensuing year and - trans- 
“Uy.fis an economic fact that our acting such other business as may properly come 
nce isf standard of livin has before the meeting. 
ths of f rlationshi g bears a direct The Board of Directors has fixed Monday, the 14th 
relationship to the volume of for- : d f which 
iterna-§ cion trade. An -e th | day of April, 1947, for the record ate as of whic 
ial t = Asa Ld measure t at cre- | shareholders are entitled to notice of and to vote at 
0 ates this volume or increases it, | the said Annual General Meeting of Shareholders or 
ved. A directly benefits all of us | any adjournments thereof and as to registered share- 
: . By the y adj 
ain tof same token, a critical foreign sit- holders only those of record on the date so fixed are 
io : wation—whether political or eco- | entitled to notice and to vote at such meeting or adjourn- 
ith its os . . | ments. 
rs the ee if allowed to drag on, will | Holders of share warrants of the Company may 
remain a major obstacle to our secure copy of Annual Report for the fiscal year 1946 
own welfare, as well as that of the by writing to the General Secretary, Imperial Oil 
‘o world. Limited, 56 Church Street, Toronto 1, Ontario. 

It is safe to conclude that our DATED at Sarnia, Ontario, this 14th day of April, 1947. 
hat iff aggressive steps in the Mediter- wine 
onces-§ ‘ahean go far beyond the purely cates sap e: ini 
a is tof Political. Both prongs of our new , = 
onces- policy clearly go to the very core *In the ge the bay - Sarnia ges on a tin 

e ff . : " ime” i ove wo corres 
Ay , future economic develop- Tet sD e'clock PML. Surnia Daylighs Saving Tine. " 
10 Dal . 
est ta. —. — 
hown} Significant Market is cee —— 
11 and ( sae ~ 
1 most (Continued from page 75) Dividend nem DIVIDEND NOTICES | 
h Unable to ar d ; ll tl é ; 047 , | DEBENTURE: The regular quarterly 
at the see around all the cor- Notice dividend of $2.00 per share on the De- 


benture Stock will be paid May 1, 1947, 


againf hers, intelligent investors do not bencure Stock will be paid May 1, 1947 
“tA” COMMON and VOTING COM- 


E\ TS 
yf thef expect to buy at a low or sell ata | 
r. Tophigh. All* great investment for- | BURLIN GTON MON: A quarterly dividend of 20 cents 


emost§ tunes have been made by taking a | BLS CORPORATION | per share on the “A” Common and Vot- 
recog-§ section out of the middle of major 6 ee Se ee 
: 1 M4 ° . ‘> ¢ stockholdefs Of recor 
2 timef SWings in stock prices. The most April 21, 1947. 
limit- successful investors always main- A. B. Newhall, Treasurer 
rainstf tain “contingency reserves,” 
sciallyf Whether in cash or a backlog of 
ports. of Erade fixed-income securi- | 
ir tar-f les, use a porti el 3%% CONVERTIBLE SECOND 
tar a a portion of them to aver | 7 PREFERRED STOCK 
nesticf age down costs of equities when 87% cents per share 
out inf desirable, and do not worry unduly 
actur-f ver temporary paper losses in 


over-f good issues. | 
| COMMON STOCK (extra dividend) eS ee ee eee cel 


yf owf If you are this type of investor, | 25 cents per share 
COLUMBIA PICTURES 





The Board of Directors of this Corporation 
has declared the following regular and extra 
dividends: 
4% CUMULATIVE PREFERRED STOCK 
1 per share 


3Y%2% CUMULATIVE PREFERRED STOCK 
87 cents per share 


Dewnison Mlanufachwring So. 


Framingham, Mass. 








COMMON STOCK ($1 par value) 
(41st Consecutive Dividend) 
25 cents per share 








1 it isf We do not urge any present sell- 


° = ss Each dividend is payable June 2, 1947, to 
worldf ng and will advise when we think 


Stockholders of record at the close of busi- 




















er | ness May 2, 1947. 
e goalfadditional purchases should be | : CORPORATION 
rately made for averaging purposes. If | STEPHEN L. UPSON, Secretary | 
JYou are inclined to worry or do | —| Xe Sore 
newf hot have reasonably conservative | | ‘ily declned = quateiiy: deb 


SELL BY MAIL! 
Leading Mail Order business magazine may be your 
income-increasing opportunity. Large independent 
business Journal. Each issue full of new and proved 


dend of $1.06% per share 
on the $4.25 Cumulative 
Preferred Stock of the com- 
pany, payable May 15, 1947, 
to stockholders of record 
May 1, 1947. 

A. SCHNEIDER, 

Vice-Pres. and Treas. 


nitionf teserves, we would certainly not 
id are} argue against selling. It would be 
» two} justified for peace of mind alone. | ! 
the We do not f : is ideas. Plans, methods, showing how to start and 
10 ’ 0 course, advise any make the mail order business pay handsome profits. 
r pro new buying in view of the prevail- | Sample Copy, 25c — Year's Subscription, $3. 
in in-} Ng uncertainties. NATIONAL PUBLISHING COMPANY 


: _ Suite 706 MW 
? just ae Monday, April 2k. 356 South Broadway, Los Angeles 13, Calif. 
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Secure Greater Safety—Income—Profit 


—if your investments exceed $20,000 


Tuese are hazardous times for the investor. The 
fortunes of companies, industries and nations are 
changing. The fiscal, foreign and labor policies of the 
United States are undergoing change. Your invest- 
ments must also be expertly adjusted to new conditions 
and to bring you safety, income and profit. 


In this setting your securities need the capable, personal 
supervision rendered by this Service with its back- 
ground of 39 years of successful counsel. No other is 
more complete and definite, 


Time to Revise Your Present Account 


First, a detailed report is prepared for you analyzing 
your entire list — taking into consideration income, 
safety, diversification, enhancement probabilities, suit- 
ability to your needs and to tomorrow’s outlook. 


Specific counsel is offered on each issue you own. Any 
unfavorable securities are indicated with reasons for 
selling. Current recommendations are given for strong 
substitutions. If part or all of your account should be 
held temporarily liquid, you are so advised. 


Continuous Supervision for Better Results 


Your securities are held under the constant observation 
of a trained, experienced Account executive. Working 
closely with the Directing Board, he takes the initiative 
in advising you as to the position of your holdings. It is 
never necessary for you to consult us. 

At frequent intervals you receive reports on any impor- 
tant changes which affect your securities. You will be 
told what to do in relation to exchange offers, refund- 
ings, stock split-ups, stock dividends and other devel- 
opments. 

When changes are recommended, precise instructions 
as to why to sell or buy are given, together with counsel 
as to the prices at which to act. Alert advice by first class 
mail, air mail or telegraph, relieves you of any doubt 
concerning your investments, 


Tax Hel p and Consultation 


You can consult us on any special investment problems 
you face. We keep in mind the tax consequence of each 
transaction and help you to minimize your tax liability. 


INVESTMENT MANAGEMENT SERVICE 














Our fee is allowed as a deduction for tax purposes, 
considerably reducing the net cost to you. 


Confidential Weekly News Letter 


Each week you receive a four-page summary of the out- 
look for business, price controls, foreign news, Wash- 
ington developments and the latest figures on our 
market indexes. This merely supplements our personal 
supervision of your individual investments—giving the 
background for our policies and advice. 


Annual Progress Reports Prove Our Ability 


Investment Management Service has grown and pros- 
pered by earning the renewals of its clients through 
results obtained, Throughout the year we keep a record 
of each transaction as you follow our recommendations. 
At the end of your annual enrollment you receive your 
audit of your account showing just how much profit and 
income you received. On this clear record, you are sole 
judge as to whether our service is worth a great deal 
more to you than its cost. 


How Our Fee Is Determined 


Annual charge for our Service depends upon the size 
of the account. For portfolios below $40,000 value, out 
minimum yearly fee of $300 applies. For accounts of 
more than $40,000 our charge is figured at 3/4, of 1% 
of the value of stocks and cash held, plus 14 of 1% of 
the value of your bonds. There is no charge for Govern- 
ment bonds. One sum, paid in advance, covers complete 
supervision—we do not ask any percentage of profits 
produced for you. 


Enroll Now for Immediate Benefits 


Enrollment now will assure your capital of competent 
prompt advice which in the next twelve months should 
prove highly productive for you. With your check, send 
us a complete list of your securities, indicating amounts 
and buying prices. Also, state your personal objectives 
and needs so our counsel can be as valuable as possible. 
By the end of a year we believe you will agree with a 
Massachusetts investor who just renewed for the fifth 
year, stating: ‘I am grateful and pleased with your 
careful and excellent management of my portfolio.” 
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What’s ahead for 
The Glenn L. Martin Company 


Diversification, with excellent balance between commercial 
and military orders, highlights The Glenn L. Martin Com- 
pany's financial picture. In the commercial field, Martin has 
sold more postwar transports than any other aircraft manu- 
facturer. Leading airlines the world over have purchased 
Martin passenger or cargo planes with other sales to be an- 
nounced. Martin also holds large production and research 
orders from the military services. Other Martin products are 
shown on this page, as are some of the Martin developments 


licensed for manufacture on a royalty basis. Total Martin 


backlog at the end of 1946 was $193,853,286. In the words 
of Glenn L. Martin, “If you look back over aviation's 
history, even during the lean years of the early "30's, you will 
find that aviation has been just about the only major industry 
to maintain a marked and steady rate of growth whatever 
the conditions prevailing. Aviation has sufficiently demon- 
strated its value to civilization, its ability to introduce vast 
new areas of the earth to international trade and travel, to 
deserve the full confidence and optimistic effort of all of us.”’ 


THe GLENN L. Martin Company, BaLtiMore 3, MARYLAND 





$37.640,958 
34,853,051 
2.787,907 
1,831,096 


Net Sales. . 


Casteol Salesian: 


Operating Income. . 
Federal and State Income Taxes 











HIGHLIGHTS OF THE MARTIN 1946 FINANCIAL PICTURE 


Four quarterly diy 





Income Credits Net $ 2,406,202 
Net Income after all charges and 


3,363,013 
193,853,286 


reserves 
Backlog, December 31, 1946 


Jends paid in 1946 
paid March 17, 1947 











LARGE CONTRACTS have bee 
awarded Martin 
guided mis 


NOW FLYING, the Martin 2-0-2 
will soon enter service on airlines 
the world over. Meanwhile, first 
Martin 3-0-3's are nearing 
completion 


for research 







electronic 





forms of pr¢ 









the re-broad 
casting of television and FM pro- 


MARTIN PLASTICS: A $3,000,000 

plant soon will begin production of 

N inol, versatile new plastic raw 

ial need for costly coaxial cables or 
relay stations. Developed jointly by 
Martin and Westinghouse 


STRATOVISION ... 


eliminate 






grams from planes 


TRAVEL OR SHIP BY MARTIN TRANSPORT 
ON THESE GREAT AIRLINES 


CAPITAL (PCA) © EASTERN © CHICAGO & SOUTHERN 
BRANIFF INTERNATIONAL ® UNITED 
NORTHWEST © DELTA * PANAGRA 

CRUZEIRO do SUL (BRAZIL) *® AEROPOSTA (ARGENTINA) 

NACIONAL (CHILE) © MUTUAL ® FLYING TIGER 
AIR BORNE CARGO * U.S. * WILLIS 





— _ i “" RUGGED LIGHTWEIGHT, 





NEW MILITARY CRAFT: For che 
\ oe 








ho 
transports the XPBM-5A, 
world s largest amphibian the 
4M-1 Mauler dive-torpedo bomber 
For i y Air Forces, Martin i 
build ¢ XB-48 six-jet bomber 


AIRCRAFT 
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Builders of Dependable | ¢ 


Interests Hold High Promise 
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Honeycomb construct 


EQUIPMENT 
ng and lo 

combines great strengt 
ness. Licensed ro U.S 





building 
ange patrol plane 
the JRM Mars 








ces, Martin builds : — 


FLEXIBLE FUEL TANKS reduce main- 


tenance and increase dependability 


HELICOPTER RESEARCH: Martin 
recentl 1 


atly announc purchase of 





Rotawing 








ished a of aircraft. Mareng cells are made 
division for 4 esearch in under license by U. S. Rubber Co 
rotary win Martin also developed firse U. S 





elf-scaling fuel ranks for warplanes 
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AN INTERNATIONAL INSTITUTION 


® MANUFACTURERS OF: Advanced military aircroft * 
Aerial gun turrets © Outstanding commercial planes for both 
passenger ond cargo service ® Marvinol resins (Martin Plas- 
tics and Chemicals Division) DEVELOPERS OF: Rotary wing 
aircraft (Martin Rotawings Division) ® Mareng fuel tanks 
(licensed to U. S. Rubber Co.) © Honeycomb construction 
material (licensed to U. S. Plywood Corp.) ©  Stratovision 
aerial broadcasting (in conjunction with Westinghouse Electric 
Corp.) * Aircraft ground-handling equipment [licensed to 
Aircraft Mechanics, Inc.) LEADERS IN RESEARCH to guard 
the peace and build better living in many far-reaching fields 


Aircraft Since 1909 






























Phantom view of the MAGNAVOX BELVEDERE, 
showing how quality components are assembled in the magnificent 


cabinet of authentic Chippendale design. Note the optional FM chassis. 


Ve Clnidiny of Yul 


Look to the very heart of the Magnavox radio- phonograph. Probe 
beyond its beautiful exterior. Note the size and refinement of working components 


that produce tone quality and performance established as the highest standard in radio. 


The superb Magnavox is crammed with value, from its two 12-inch Magnavox 
Duosonic speakers, its separate amplifier and radio receiver chassis to its fully automatic 


precision record changer, advanced mechanical construction and proved quality parts, 


See and hear Magnavox in America’s finest stores. Compare it— outside 
and inside —with any other radio-phonograph at any price. 


You'll want a Magnavox. The Magnavox Company, Fort Wayne 4, Indiana. 
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RADIO PHONOGRAPH 
Lhe Dymlol of Quality in Tadeo 


— gince 7975 














